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_ COMMENTATOR'S F OREWORD 


IN the selection for this eorne of cases Realie with sania: 
‘strative aspects of the labor relationship, chief attention was paid 
to. significance of issues: and fullness: of background information. 
It also: was thought desirable to introduce a variety of industries, 
of typés of labor, and of managerial policies regarding personnel. 

These cases will fall short of.their potential usefulness if they 
are consulted merely as precedents; if they are read only to yield 
solutions. The issues of each case will be duplicated many times, 
but the specific facts seldom, if ever. The solutions, therefore, 
are not of great practical consequence. The cases will be of far 
greater value to the reader who examines critically the points of 
view, the bases of judgment, and the lines of reasoning which they 
present. One who turns to this volume as a reference work nec- 
essarily must test, reappraise, and supplement this material in 
the light of the circumstances in which he approaches somewhat 
similar problems. 

Inasmuch as the cases in this volume relate to one general field 
of business administration, the book may find use as a case book 
for study and discussion. In that event, the sequence of the cases 
has some interest. That sequence has been based upon three 
general types of issues: first, current operating issues; second, 
questions regarding the channels through which such issues are 
negotiated, and the status collectively of employers and of em- 
ployees; and, third, problems arising from those relations between 
employer and employee which are superimposed upon the labor 
relationship. In the first group are cases which refer to: manning 
the enterprise, development of abilities, problems of leadership 
and supervision, provision of incentives. The second group con- 
tains cases which, apart from their immediate focus, deal with 
employee representation or agreements with labor unions. In 
the third group are cases concerning such topics as employee 
medical service, housing, and pensions. 

The preparation of this volume could not have been undertaken 
without the interest and aid of the numerous business executives 
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who furnished the facts of the cases, and in many instances dis- 
cussed with me the issues raised therein. 

On a few cases dealing with special topics, commentaries have 
been prepared by the following:? Professor William James Cun- 
ningham; Professor Elton Mayo; Mr. F, A. Silcox; Mr. Glenn A. 
Bowers; and Mr. Gorton James. 

For the remaining cases I have stated my views regarding what 
seemed the significant issues. All the cases were prepared and my 
commentaries were written during my appointment as Instructor 
in Labor Relations at the Graduate School of Business Admini- 
stration, George F. Baker Foundation, Harvard University. 


June, 1927 Joun W. RIEcEL 


F *A list of the authors, showing the page numbers of their commentaries, 
is at page xv. 
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CoLLINGTON Company! 
MANUFACTURER—RUBBER TIRES 


Hirinc—Job Analyses as Aids in. A rubber company, which employed people 
on approximately 500 tasks, did not deem job analysis for hiring pur- 
poses necessary, since the employment office clerks who interviewed 
prospective employees were allowed to visit the factory to become ac- 
quainted with the operations performed there, and since foremen finally 
passed on applicants for work in their departments. 


(1924) 


In September, 1924, the Collington Company, a manufacturer 
of automobile and bicycle tires and tubes, contemplated making 
job analyses primarily to obtain data to aid in hiring employees. 
At that time the company employed about 3,500 men and women 
in 40 departments divided as shown in Exhibit 1. The company 
was located in a district of diversified industry having a popula- 
tion of approximately 200,000 persons. 

The Collington Company never had made systematic analyses 
to determine the physical and mental characteristics and the 
degree of skill that a worker needed in order to be able to per- 
form a particular task efficiently. 

Following such studies by other companies, certain of the data 
obtained usually were recorded on standard forms. These filled- 
in forms were known as job specifications and were used by the 
employment department of the company making the study in 
hiring people needed in the factory departments. 

In the Collington Company the function of hiring was per- 
formed jointly by an employment department and the foremen. 
Applicants first were interviewed by a member of the employment 
department. Later, if it appeared worth while, they were inter- 
viewed by the foremen of the departments in which they desired 
to work. The personnel of the employment department included 
the manager; the manager’s assistant, who held the interviews; a 
record clerk, who made out the time cards, the engagement slip, 


1 Fictitious name. 


4 HARVARD BUSINESS REPORTS 


EXHIBIT I 


NUMBER OF EMPLOYEES OF COLLINGTON COMPANY, BY 
DEPARTMENTS, SEPTEMBER, 1924 




















Departments Pe Departments Ee 
Inspection aa ee 352 Stores:) aap ncckoerrn te 14 
Tube -ivscten ds -avanei coors 418 Garaget Ae easton sn sh 21 
Cutting 23 bene: 179 ACCOUMLING werent mina eres 34 
CrudeRubberscn eer 97 Equipment Storage I 
MELD STE eet ctevcvoustater gateve neeeuerees 119 experimental 9. ere nee 10 
Cementinricss tote ee 7 Mold Storages. pes) sae. 17 
Hlectricaly ae eente 21 Vardacet acer sneer ome 21 
POWer er ace: sume ere 17 BOX. Bae Jaan aaa 7 
Heaters ncaa eee 311 Cord Tire Air Bag.......... 1 
SUNG Yer tee wee 5 Internal Transportation... .. 49 
Bead..... Cima cater soar tech eure 144 Elevators eee ee 27 
BicycleyPire\n wan a eee 49 Road Transportation....... 15 
Press ets aivie tin ceria 48 Solid Fire. oes 5 See eee 34 
EIP@eeeontcee oer te ane eee 26 Cons trUCHOlNE Tea 5 
Machiner iin. atest aetna 116 CordyLirese a ee ee 705 
Mold Equipment.......... 42 Cordimire) Pockets eee 220 
Shipping eee eee ae 80 Sanitarya.co eee ee 45 
IRepalis sera ectaaenoas ce 7 Recelving sapiey- eee ee 21 
Carpeliterken eyes ent aiee 26 Calenders See eee 207 
By-products.............. 7 
Cleaningersn pe ee 20 LOtall 2 gene ora ops OE aoc 
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and the physical record card for each employee who was hired; 
a secretary to the employment manager; and two typists. The 
clerk in charge of the records, who was 30 years of age, had had 
a high-school education. He was allowed to visit the departments 
in the factory in order to secure a knowledge of all tasks per- 
formed, and he was fitted to assume the position of assistant to 
the employment manager. In making out the records, he had an 
opportunity to become acquainted with the new workers and to 
gain information as to the types of men placed on the different 
tasks. 

The number of additional men to be employed was determined 
by the foremen from their knowledge of the production program 
and the existing capacity of their departments. The foremen sent 
requisitions to the employment department stating the number 
of men desired and indicating the tasks the newcomers were to 
perform. 

In filling these requisitions, the employment manager’s assist- 
ant looked over the applications of men who previously had 
been interviewed and the file of workers who were laid off. If no 
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suitable candidates were obtainable from those sources and if 
the employment manager did not wish to make any transfers, 
the assistant turned to the people applying in person at the em- 
ployment office. During periods when production was increasing 
and additions to the labor force were necessary, the company 
hired from 80 men to 150 men a day. Even at this rate, workers 
were available in the district in which the plant was located. 

If an interview proved satisfactory to the company and to 
the applicant, the applicant was given a strict physical examina- 
tion and, if he passed that, was told to report at the factory the 
next day or, possibly, if he were hired in the morning, to report 
directly after the lunch hour. Before going to work, he reported 
at the employment office and received his first time card. Usually 
the record clerk accompanied him to the department and intro- 
duced him to the foreman. The company had worked out no 
training program for any of the operations performed at the 
plant. 

Sometimes the employment manager transferred workers from 
one department in the plant to another. He interviewed work- 
men who were leaving, in order to learn their reasons for doing 
so. If they stated that working conditions were unsatisfactory, he 
took steps toward improving the conditions. 

Foremen had complete authority over the men in their own 
departments. They instructed inexperienced workmen and trans- 
ferred workers from machine to machine as production orders 
dictated. A foremen’s club at the local Y.M.C.A. met once a 
month from October to May. At the meetings, outside speakers 
presented problems which were intended to give the members an 
understanding of what was occurring in industry outside their 
own departments and companies. The Collington Company urged 
its foremen to attend these meetings. It had found that the fore- 
men were much more willing to go if they were allowed to pay for 
the course than they otherwise were. 

The company operated its plant on two shifts, each totaling 
50 hours a week when the full-time schedule was in effect. For 
five days of the week the workers on the day shift went to work 
at 7:00 a.m. and stopped at 5:10 p.m., with an hour off at noon. 
On Saturday they began at 7:00 a.m. and stopped at 11:10 a.m. 
The men on the night shift worked five nights a week from 
7:00 p.m. to 6:00 a.m., with an hour off at midnight. In order 
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to keep a nucleus of workers for both shifts, the company, rather 
than operate a day shift only, resorted to part-time weeks and 
decreases in the working force in times of slow production. There 
was no rotation of workers between the two shifts. 

The Collington Company’s products were manufactured on a 
large scale, entirely for stock. As a result, operations and equip- 
ment were standardized throughout the plant to a marked degree; 
equipment varied only as the size of the tires or the tubes varied. 
The raw rubber direct from the plantation was calendered and 
rolled to prepare it for rubberizing the fabric, which was pur- 
chased from textile mills.) Thé manufacture of the fabric plies 
was a machine operation in which the duties of the operator 
consisted of starting and stopping the machine, feeding the rubber 
and fabric to it, and watching to see that the materials were 
processed correctly. The rubberized fabric, cut into widths suit- 
able for the various sizes of tires, was rolled up ready for the 
workers who assembled the “pockets,” “beads,’’ and ‘cushions. 
breakers, and treads” for the tire builders. Pure rubber for tires 
and tubes was calendered, cut to size, and rolled up also. 

Subassembled materials from which a cord tire was built in- 
cluded the “pocket,” the “bead,” and the “cushion, breaker, and 
tread.” The pocket was made up of one or two plies of the 
rubberized fabric. A one-ply pocket was received by the tire 
builder in flat strip form. A two-ply pocket, when ready for the 
builder, resembled a large elastic band. To prepare a two-ply 
pocket, the ends of one strip of fabric were folded over and 
cemented together; the middle point of the second strip was laid 
over the junction of the ends of the first strip; the two strips 
then were turned over on the table, and the ends of the second 
strip were folded over and cemented together. 

The bead was the small strip of rubber by which the finished 
tire was held in the rim. The manufacture of the bead was a 
machine operation. 

The cushion, breaker, and tread were three strips of rubber. 
The cushion and the breaker were narrow strips which covered 
the top of the tire only and were designed to absorb some of 
the shocks. The tread was similar in width to the pocket and 
constituted the layer which was later molded into the tread de- 
sign. Those strips were assembled into a single unit ready for 
the builder. 
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Subassembly benches and the tire-building equipment were 
laid around a continuous conveyor that ran from one end of the 
room to the other. Subassembled material, “air bags,’ and 
finished tires were all hung on hooks on the conveyor and re- 
moved by those who were to work on them next. One man kept 
the conveyor supplied with air bags and another removed the 
tires as they came around and put them on a conveyor which 
carried them to the heating room. 

Each tire was built by one man. The operative obtained an 
air bag inflated to the size called for by the order on which he 
was to work and fitted the air bag to a disk which was revolved 
by an electric motor. He took the pockets, stretched each one 
on a stretching machine, and placed them, one at a time, over 
the inflated air bag. The number of pockets used varied with 
the size of the tire. Each pocket was brushed with a coating of 
cement. After each pocket was in place, the disk was revolved 
and the strips were rolled down the side of the air bag by a small 
roller held by the operator. The bead was placed between the 
first and second pockets. The cushion, breaker, and tread strip 
was cemented over the top pocket and rolled down in a manner 
similar to that employed in rolling down the pockets. The tire 
was then removed from the disk and hung on the conveyor ready 
to be delivered to the heating room. 

As the tires were received in the heating room, a corps of men 
encased them in iron molds, which then were conveyed to drums 
in which they were sealed and subjected to heat for a specified 
length of time. The molds then were removed automatically from 
the drums and another group of men took the tires out and ex- 
tracted the air bags. The tires were then ready for inspection, 
wrapping, and shipping. All movement of tires and molds in the 
heating room was effected by continuous conveyors so that little 
lifting was necessary. 

The company expected that if job analyses were made, investi- 
gators would observe operations and question foremen and per- 
haps workers. No questionnaires were to be sent to foremen. 
The company thought that foremen, since most of them had had 
no more than a grammar-school education, might have difficulty 
in answering questionnaires. The employment manager estimated 
that approximately 500 distinct tasks were performed in the 
plant. Changes in the technique of manufacture would necessitate 
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revision of the job analysis data from time to time. For example, 
the conveyor system that had been installed recently in the tire- 
manufacturing department had created new tasks and had 
changed old tasks. 

The Collington Company decided that, because assistants in 
the employment office were allowed time to visit the production 
departments and familiarize themselves with the work done by 
the classes of employees called for on requisitions, it did not 
need job analyses for hiring purposes. 


CoMMENTARY: Occasional observation does not yield those clear 
ideas of qualities and degrees of qualities required by employees on 
various tasks, which can be derived from the systematic investigations 
and contrasts made in the course of job analysis. 

It is improper to consider job analysis for hiring purposes apart 
from its beneficial effects upon those who cooperate in making the 
studies. The employment manager, plant physician, time-study man, 
and foreman severally should receive new and broader viewpoints. 
These studies focus the attention of supervisors upon the aptitudes and 
abilities that should be possessed by their subordinates. The process 
gives the foreman a new view of his task, particularly as regards his 
training function and the assignment of available personnel to the work 
in hand. 

By fixing attention upon purpose rather than mechanism, one can 
decide more readily the thoroughness with which a program of job 
analysis should be carried out. Job analysis can, but need not, be 
done in elaborate fashion. If the results of the studies are to be used 
chiefly in hiring people, only those tasks for which many people are 
likely to be employed need be studied. It would be regrettable, how- 
ever, if a careful job analysis should have this limited application. 
These standards often are valuable aids in improving production 
methods, in revising training procedures, in directing medical super- 
vision, in judging the correctness of basic wage rates, and in setting 
production and cost standards. 

In this case, the company, of course, should have taken into account 
the expenses involved in making studies of tasks. Since the proposed 
analyses were to be used only in connection with hiring, however, the 
expenses would have been much less than if the results had been 
intended for task standardization or wage setting. For either of the 
latter purposes, at least some of the data must be corrected after every 
change in factory method. But frequently such changes do not alter 
the qualifications desirable in the operative. Once recorded, therefore, 
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job analysis data for hiring purposes need not be constantly revised. 

As a measure of economy, one company required employment inter- 
viewers to analyze jobs in the late afternoon when their employment 
work ordinarily was completed. Although superficially economical, the 
merit of this plan depends upon the analytical ability and the knowledge 
of human capacities possessed by the interviewer. In case a specially 
trained man is called in to make job analyses, the employment inter- 
viewer, for his personal improvement, should cooperate with the expert. 

Job analysis does not lessen the qualifications desirable in those 
who employ and supervise; it should increase their effectiveness. Its 
chief result is not a file of hiring specifications, but a more capable 
organization. No method exists of determining beforehand, or even 
afterwards, whether the cost of job analysis will be repaid, or repaid 
many fold, by its educative effect upon those who hire and supervise. 
The step must rest largely on faith. 


October, 1026 J. W. R. 


Hurtock Company! 
MANUFACTURER—AUTOMOBILES 


Hirinc—Methods of Selection—Probationary Employment. A European 
company manufacturing high-grade automobiles by distinctive methods 
established a branch plant in the United States. Three chief types of 
labor were needed—high-grade machinists, machine operators, and as- 
semblers. The company desired men as assemblers who had a high 
degree of responsibility and willingness to take pains. In order to 
build up its organization, the company decided to hire an extra number 
of men and then retain those whom it found under trial to have the 
desired qualifications. 


Hirinc—Establishing Contacts with Prospective Employees through Adver- 
tising. A European company manufacturing high-grade automobiles by 
distinctive methods established a branch plant in the United States. In 
recruiting its labor force, the company decided to use advertising in 
order quickly to establish contacts with a large number of prospective 
employees from whom to select permanent employees on the basis of 
trial. 


Quatity Contror—Methods of Maintaining during Organization of Work 
Force at Subsidiary Plant. A European company manufacturing high- 
grade automobiles established a branch factory in the United States. 
Within a few months, it brought together a work force of 800 men 
whom it was unable to select with careful discrimination. To maintain 
the quality of its products made by this organization the American 
company provided gauges adapted to the work processed, gave the work- 
men written instructions regarding the use of testing apparatus, and 
obtained a relatively large corps of experienced and trustworthy super- 
visors from the European establishment to take charge of the new 
organization. 


(1919) 


The Hurlock Company was a European manufacturer of high- 
priced motor cars. For many years, most of the sales had been 
made in the country where the company was located. F oreign 
sales gradually increased, however, and in 1919 a factory was 
established in the United States to supply the growing American 
demand. One of the Hurlock Company’s first problems in con- 
nection with the new plant was that of recruiting employees to 
start production as soon as possible. 

The new factory was situated in a city with a population of 
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150,000. Within a 1o-mile radius of the city were 5 other com- 
munities which had a combined population of 130,000. Industry 
throughout the district was diversified, although the largest single 
class of employees was a high type of machine operators. Indus- 
tries represented in the district included wrapping machinery, 
candy machinery, textile machinery, bicycles and motorcycles, 
paper and paper products, drop forgings, tools, automobile tires 
and tubes, textiles, electrical apparatus and supplies, and confec- 
tionery. When the Hurlock Company was ready to begin opera- 
tions, industry in the district was experiencing a depression. Most 
of the factories had decreased the number of their employees, in 
some instances as much as 50%, and were operating part-time 
weeks which averaged about 4 days. The number of workers 
employed in the factories the preceding year had been approxi- 
mately 50,000. 

The market for the motor cars manufactured by the company 
was narrow. In Europe the company never had resorted to the 
large-scale production carried on by many automobile manufac- 
turers in the United States. The company’s reputation was de- 
pendent upon quality and mechanical perfection rather than on 
promptness of delivery. The two principal features of its automo- 
biles were their excellence in mechanical design and the extreme 
care with which they were assembled. The engine, the transmission, 
and the differential were so designed that there was little oppor- 
tunity for the maladjustment of parts after a car had been assem- 
bled. Material was not spared to attain that mechanical perfec- 
tion; for example, a piece of steel stock 3 inches in diameter was 
turned down along most of its length to a shaft approximately 
1 inch in diameter so that a gear could be cut on one end. Thus, 
there could be no possibility of play between the gear and the 
shaft. Extensive tests were given each car so that all necessary 
adjustments could be made before it was delivered to the pur- 
chaser. 

For the establishment of its new factory in the United States, 
the company transplanted a skeleton organization from its Eu- 
ropean factory. That organization included the production 
executives, from the general manager to the foremen. Machine- 
shop operators, assemblers, and high-grade machinists were the 
three principal classes of labor required. 

The parts of the automobile were manufactured according to 
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patterns. In processing some of the parts, the operators used a 
type of machine upon which was clamped a pattern to guide the 
tool in making each cut. On those machines the operators had 
only to start and stop the machine, insert the piece to be turned 
down, remove the finished piece, and be sure that the machine 
was running properly. 

Final assembly was preceded by a series of subassemblies; 
one man built the motor, another the transmission, and a third 
the differential, A group of men worked together in the final 
assembly. Because of the importance of the mechanical design 
and of care in assembling the cars, an assembler’s speed was 
not so essential as his care and workmanship. 

The company expected to hire workers to the limit of its 
plant capacity and, after a period of trial, to retain those whom 
it judged were competent to work in its factory. Only in the 
assembly department were workers to be given formal instruc- 
tion. One small manufacturer of high-grade automobiles in the 
district had failed a short time before the Hurlock Company had 
purchased its new plant. It was possible to secure assemblers 
and machinists from among the former employees of that com- 
pany to form the nucleus of the labor force. The company be- 
lieved that it could give steady employment throughout the year 
to desirable workers hired under this policy. It expected to 
employ from 700 to 800 workers at the start, but to reduce that 
number by one-half within 3 or 4 years, provided its volume of 
output per week remained the same. During that time, the 
better workers would have become proficient in the company’s 
methods of manufacturing. The company desired its workers to 
develop a feeling of pride in the Hurlock Company’s products. 

Hiring methods in the European plant differed from those of 
most manufacturers in the United States. A large portion of the 
labor in the European factory was recruited through unions. The 
foremen interviewed all applicants sent to them by the unions’ 
employment officials. It was customary for each manufacturing 
organization to employ a clerk who kept employment records for 
the use of the company, the union, and the government. For its 
plant in the United States the company appointed as employment 
agent a man familiar with the district. He was given complete 
authority to take such steps as he thought necessary to recruit 
the force as soon as possible. 


HURLOCK COMPANY 13 


The employment agent decided to use advertising. In the copy 
the company’s name and location were given. In response to the 
advertisements many workers applied at the employment office, 
and most of the employees were recruited from men who applied 
in that way. Eight hundred workers were hired to begin the 
company’s production program. 

The company recognized that this method of creating a factory 
organization would have an adverse effect upon the high quality 
standards of the product unless the company put forth strenuous 
efforts to safeguard that quality. The company had brought a 
group of trained supervisors from its European plant to manage 
and inspect work in the American factory. All those supervisors 
had served the parent company in a similar capacity for at least 
10 years. They came into the American organization determined 
that the quality of the American product should equal and pos- 
sibly excel that of the European product. The company provided 
a large number of plug, snap, and thread gauges, with which to 
test the accuracy of the machining operations. The gauges to 
“prove up work” were listed, and their use specified, upon the 
instruction sheets issued to workmen. Inspection was carried on 
in connection with every important operation. Excessive shop 
losses of material and labor, the result of defective workman- 
ship, were detected by the employment of a large number of 
capable supervisors and inspectors. 

The company expected that within three years it could elimi- 
nate the use of many of the gauges, and that for a majority of 
items a final inspection only would be required. That inspection, 
however, was to apply to all operations and have reference to 
both quantity and quality of the work processed. 

By 1924 the labor force had been reduced from 800 to 225, 
but the rate of output was maintained at two-thirds the original 
rate. 


ComMENTARY: The company’s method of creating its organization 
was not ruthless, though it might be so judged upon superficial exami- 
nation. Over a period of three or four years, a reduction of 50% in 
the work force was practically certain to result from resignations and 
unavoidable labor losses, entirely apart from discharges on grounds of 
incompetency or unsatisfactory attitude. 

In 1919 it was to be expected that the company would encounter un- 
usual difficulties in selecting its work force. The city which the com- 
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pany located its plant was a machinery-manufacturing center, to which, 
no doubt, all varieties of workers had migrated during the war years. 
The control of operations and personnel in those years probably had 
not been of the highest order. Employees’ references, therefore, would 
be unreliable to a certain degree. Besides, this company was a new 
employer of labor in the locality, and other employers had no community 
of interest with it in the matter of its labor-recruiting program. The 
company lacked such records of former employees and their perform- 
ances as usually are possessed by an established enterprise. 

In determining the presence of desirable qualities in applicants for 
assembly work, the company had another unusually difficult problem. 
The qualities desired in the permanent employees in the assembly and 
machine-maintenance departments were willingness to undertake respon- 
sibility and to take pains. The presence of these qualities cannot be 
ascertained in an interview, but can be determined best during a period 
of probationary service. 

Other critical features of this company’s recruiting problem were 
that its production methods were distinctive and that its supervisory 
organization was not composed of Americans. Human inertia causes 
opposition to new methods; when those methods are advanced by an 
alien group, the unfavorable reaction toward them may be greatly in- 
creased. It probably was necessary, therefore, to employ a somewhat 
larger force than the company decided to retain permanently, so that 
individuals who became dissatisfied with the company’s methods or 
who were recalcitrant could be dispensed with. 

The methods used to maintain the high quality standards of the 
company’s product during the period of organization included detailed 
instructions for the workmen, an adequate supply of gauges especially 
adapted to the work processed, and a crew of experienced and depend- 
able supervisors. The expense of supervision and inspection no doubt 
was excessive, judged on its own account and in comparison with nor- 
mal cost standards. Nevertheless, that inspection was essential to main- 
tain the reputation of the company’s product and to prevent perhaps 
greater losses of material and direct-labor costs—the result of faulty 
workmanship. Such defective work, without an elaborate system of 
inspection, might pass to the assembly operation before being discov- 
ered.” In the event that defective parts are used in that operation, addi- 
tional expense is entailed in disassembling the product and in replacing 
the defective materials. 


April, 1926 J. W. R. 


? For an attempt to improve the effectiveness of inspection and to prevent defec- 
tive parts from reaching the assembly department of a machinery-manufacturing 
company, see Thornhill Mill Machinery Company, 1 H.B.R. 112; commentary, 
2 H.B.R. 409. 


LITTLETON Company! 
MANUFACTURER—ELECTRICAL EQUIPMENT 


Hirinc—Vacancies Filled by Promoting Employees Rather Than Seeking 
New Employees. In a company manufacturing electrical equipment in 
a locality where the suitable labor supply was scarce, the employment 
manager decided to fill vacancies in the upper grades of workers by 
promoting employees, whenever possible, rather than by seeking new 
workers to fill the vacancies directly. 


(1924) 


The Littleton Company manufactured many types of electrical 
apparatus and equipment. An employment manager was in charge 
of the hiring, disciplining, transferring, and discharging of the 
company’s workers. All applicants for work were interviewed 
by the employment manager, after they had filled out the com- 
pany’s application form. If an applicant was not wanted at the 
time of the interview, his application was filed for future reference. 

Production fluctuated little in the plant, regardless of cyclical 
changes in general business activity. The company operated the 
only electrical apparatus factory in the local labor market. In 
addition to persons experienced in the electrical manufacturing 
industry, the company hired craftsmen such as machinists, 
molders, and pattern makers, and also inexperienced persons who 
had to be trained to do specific tasks. Wages in the plant were 
somewhat higher than those current in the community for similar 
work. The company, in return for its policy of high wages, ob- 
tained exceptional effort from its employees. 

When vacancies occurred in the departments, the foremen sent 
requests for replacements to the employment department. The 
company had not developed specifications for jobs in the plant. 
The employment manager previously had worked in a number 
of the plant departments. His knowledge of the operations en- 
abled him to select suitable persons to fill the requests of the 
foremen. 

In filling these requests, the employment manager had a choice 
of several methods. The most important and most frequently 
used method was that of promotion and transfer within the com- 
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pany’s organization. In following this method, the employment 
manager relied upon frequent talks with foremen and upon his 
records of individuals on the pay roll. 

The employment manager of the Littleton Company believed 
it cheaper to fill vacancies whenever possible by promotion or 
transfer of employees, than by hiring outside persons to fill the 
vacancies directly. Many of the operations in the plant were 
related in their technique. Thus, an operative on one type of 
metal-working machine gained experience that was of value in 
doing work on a similar but more complicated machine. The 
time required to learn these semiskilled operations varied from 
several days to several weeks, but during the period the learner 
often processed at least 50% of the output that was expected of 
a proficient operative. The manager stated that part of the cost 
of hiring a new man was the necessity of making him familiar 
with the general layout of the factory and with the company’s 
policies. The manager on this point said also: 

There are always vacancies in any organization for the higher-skilled 
and better-trained employees, and the expense which has been incurred 
in training the man for the first position is always of value to him in 
his second position. More than that, the risks on the higher job of 
making waste and spoiling work are greater than on simple jobs, and 
if you have had experience with a man before you risk him on the 


higher grade of work, the chance of losing money in breaking him in 
is much less than in breaking in a new man. 


Complete records of former employees currently working else- 
where, and of applicants who had been interviewed and tested 
but not employed, were filed by the employment department. 
Although much clerical work was involved in keeping track of 
former employees, that practice made reemployment possible. 
As to new workers, the company encouraged recommendations 
from its employees. It had found these recommendations usually 
trustworthy. In hiring relatives and friends of the foremen and 
the workmen, the employment manager was careful to segregate 
the newcomers from those who had sponsored them.? 

By careful selection of applicants the company obtained only 
the higher type of the workers available in the community. Tests 
had been devised in the plant to indicate what tasks applicants 





* For the experience of a company which found an opposite policy unsatisfac- 
tory, see Porter Manufacturing Company, 1 H.B.R. 210; commentary, 2 H.B.R. 
455. 
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were best fitted for. These tests were given to determine the fol- 
lowing characteristics in the applicant: dexterity with the fingers, 
mental aptitude for mechanical operations, and mathematical 
accuracy. - 

Advertising for labor seldom was resorted to by the Littleton 
Company. The company depended for its unskilled labor upon 
the supply of applicants at the gate. Applicants chosen from the 
group which applied were given physical examinations to test 
their fitness for the work. The employment manager found that 
the supply of applicants was likely to be inadequate in periods 
of active business and during the spring and summer months. 
Increased construction, road building, and railroad-maintenance 
work created a demand for common labor during the warm 
months, when that type of employee seemed to prefer outdoor 
work. : 

For clerical workers, the company depended primarily on high 
schools and business colleges, and the employment manager kept 
in touch with the authorities in charge of such local institutions. 
Candidates from these sources were available, however, only at 
graduation time. In addition, many of the girls in the shop were 
tested to see if they had the ability to learn to operate comptom- 
eters and adding machines. It was the opinion of the employment 
manager that semiskilled women operatives in the factory con- 
stituted an important source for both factory and office clerical 
workers. 

The training activities of the Littleton Company. were de- 
veloped in three separate channels. In the first place, the com- 
pany had operated an apprentice school since 1902. Two distinct 
courses were given, a four-year course for grammar-school gradu- 
ates and a three-year course for high-school graduates. Instruc- 
tion was given in arithmetic, algebra, mechanical drawing, geom- 
etry, English, tool design, metallurgy, and the principles of 
mechanism. Additional time was spent by the apprentices in 
learning to operate milling machines, grinders, lathes, shapers, 
and planers. The object of this instruction was to provide the 
fundamentals upon which a man could develop into a skilled 
mechanic. In the second place, in times of labor scarcity, the 
company operated a six months’ training course for semiskilled 
men or specialists. The course was given in the machine shop. 
Unskilled workers from the plant or from outside were taught 
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to run one type of machine. Finally, the company operated 
classes after working hours, from 4:30 to 6:00, for men and girls 
who wished to spend some of their time in advancing themselves. 
The company’s generally recognized policy of promoting and 
transferring within its organization caused many employees to 
undertake training in this way. The company paid the expense 
of this training. 

The school of apprentices was primarily a source for skilled 
workers such as diemakers, toolmakers, and instrument makers. 
These men had gone through a three- or four-year course, had 
had experience in operating the various types of machines in the 
machine shop, and were capable of planning their work. Occa- 
sionally, in times of scarcity, the employment manager had re- 
course to open advertising for such skilled workers. 

In the first six months of 1924, the labor turnover at the plant 
was only 20%. This factor and the training activities offset the 
scarcity of suitable workers which arose from the company’s loca- 
tion in a town where there were no other plants of its own 
industry. In the opinion of the employment manager, the com- 
pany’s reputation was such that workmen were desirous of secur- 
ing permanent positions in the plant. Furthermore, the number 
of employees was so large that a considerable number of trans- 
fers and promotions could be made without disrupting the organ- 
izations of the several departments. 


ComMMENTARY: This case presents the experience of one company 
with various methods of obtaining persons to fill vacancies in nonsuper- 
visory positions in its organization. The method featured most prom- 
inently, that of promoting and transferring within the organization, 
accomplished a dual purpose; in each instance in which it was used a 
vacancy was filled, and an employee was promoted. Thus the organiza- 
tion was stimulated, while the executives were assured of the abilities of 
individuals who were assigned to fill vacancies. 

A policy of promoting and transferring employees, rather than of 
seeking outside for workers to fill vacancies, may entail immediate 
costs in reorganizing the work force, but its long-run advantages also 
must be considered. The economies of such a policy probably vary 
greatly in different types of employment and in different organizations, 
although we lack evidence on this subject. Those economies would be 
lessened in industries in which service in one department is of little use, 
from the standpoint of skill, to an operative who wishes to be trans- 
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ferred to another department. If a variety of work is done in each 
department, the policy of filling vacancies by internal transfer of 
employees increases the versatility of those employees. 

In graduated semiskilled work, where versatility is valuable, the 
worker’s industry and native capacities are of more importance than 
his acquired skill, which consists chiefly in the ability to execute cer- 
tain motions subconsciously. If the candidate’s personal qualities other 
than his skill are satisfactory, he can acquire skill in an operation in 
a brief period. In this company, a transfer usually did not involve the 
learning of an intricate operation or the control of an entirely strange 
machine, but rather the learning of work which was closely related to 
an operation already performed. 

As the company obtained exceptional effort from its employees, the 
largest portion of the cost of hiring new workers no doubt consisted 
(1) in the expense of experimenting with applicants to determine 
whether they wished to accommodate themselves to the company’s 
standards, and (2) in the expense of drilling them in efficient habits 
of work. There was, in addition, the cost of informing the newcomer 
of the location of service departments and of acquainting him with 
shop regulations. These elements scarcely entered into the costs of 
internal promotions and transfers. 

The Littleton Company endeavored to obtain the best type of labor 
in the local labor market. Many of the capable individuals in any 
labor classification wish to advance in earning capacity, and unless 
their employers offer them opportunities to advance, they take up em- 
ployment elsewhere. The company’s policy of promoting whenever 
possible was consistent with its policy of attracting energetic workmen, 
and that practice, in turn, made possible and necessary a wage scale 
above market levels. 

The company’s training program yielded it a supply of persons 
whose ability had been appraised carefully and who had accommo- 
dated themselves to the methods and standards of the company. These 
facts assured proper placement and a low rate of turnover among per- 
sons trained in the company’s technical courses. 

Under normal circumstances, it is advantageous to fill vacancies 
in the upper grades of work by promotions from lower grades, provided 
there are easy steps of advancement between the operations that are 
carried on in the plant. The promotions, of course, leave vacant in 
turn the places formerly held by the selected employees. But vacancies 
in the lower grades can be filled more economically than vacancies in 
the higher grades of work. An employment office, by the use of recom- 
mendations regarding prospective applicants from people already em- 
ployed, and by interviewing and testing callers, can build up a file of 
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approved people upon whom it can call when vacancies in the lower 
ranks of jobs exist. 

Not all the people in such a list will respond when called to take 
up work. The length of the interval between interview and call, the 
state of the labor market, and the company’s reputation as an employer 
have a bearing upon the ratio of response. Advertising for labor and 
the immediate use of the caller at the gate should be resorted to only 
in emergencies. 


July, 1926 J. Wo Re = 


SHAREY COMPANY! 
LEATHER TANNERY—UPPER LEATHER 


Cost Repuction—Women Assigned to Tasks Formerly Performed by Men. 
In order to reduce its labor cost, an upper-leather tannery decided, in 
July, 1924, to substitute women for men on the finishing operations. 
Smaller tanning establishments in the district had taken this step dur- 
ing the years from 1914 to 1918. These tasks required dextrous move- 
ments and attention to quality, but only light lifting and no mechanical 
ability. 

Hirinc—Policy in Substituting Women for Men. An upper-leather tannery, 
in introducing women into its finishing departments, did not discharge 
men in the process of substitution. It hired women instead of men when 
the production program was increased and transferred. men already in 
the finishing departments to other work. That policy was adopted. to 
avoid unfavorable comment and because it would not have serious con- 
sequences from a community standpoint. 


(1924) 

The Sharey Company was located in Pennsylvania, in one of 
the centers of the tanning industry in the United States. Near 
this city, which had a population of 20,000, were two other cities, 
one with a population of 100,000. and the other with a popula- 
tion of 45,000. The Sharey Company operated a large upper- 
leather tannery composed of 9 units. In July, 1924, these units 
employed approximately 2,600 workers, most of whom were semi- 
skilled. The products of the various units were diverse.. The 
company never had had to shut down all the units at any one 
time. This fact, together with the short time required for em- 
ployees to become proficient at most tannery operations, made 
possible, without great cost, the transfer of workers within the 
organization during periods when production of some of the 
products was curtailed. stdke Hace oa 

In July, 1924, the general superintendent of the company con- 
templated adopting a policy of dilution which would effect the 
substitution of girls and women for men employed on certain 
finishing operations. He expected the company’s production to 
increase so that the company could introduce women without 
discharging any men. Some men might be transferred from th 
finishing departments to other departments. : bap bhalt 
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Most of the finishing operations were “machine operations, 
in which production was dependent largely upon the speed of 
the machine and the operative’s ability to feed the machine with- 
out lost motion. Proper feeding was important because the finish 
imparted had to be uniform on all parts of a skin. Operatives 
were required to exercise judgment in the finishing operations. 
Those operations were not automatic, and it was imperative that 
quality should not be sacrificed to speed.? 

Most of the tanneries in the locality were smaller than that 
of the Sharey Company. During the five-year period following 
1914, these tanneries had introduced women into their finishing 
rooms. Labor had been in great demand at the time and the men 
displaced had had no difficulty in finding work elsewhere. Only 
a few men had been displaced in each tannery. The companies 
making the dilution had not suffered from unfavorable public 
comment. 


In the period from 1914 to 1919 the Sharey Company also 





2 Skins were cleansed, the flesh and hair were removed, and then the skins were 
tanned by the chrome or by the vegetable process. In those processes a chemical 
reaction took place. The chrome process took only a few days, the vegetable proc- 
ess six weeks. After they were tanned, the hides were dyed, washed, and dried. 
After drying, the skins were hard and stiff and had to be made pliable by the 
“staking out” process, by which the skins were pulled first one way and then the 
other, this making them pliable. Then they were rolled under a cylinder which 
passed, like a hand iron, back and forth over a table. This freed the skins from 
wrinkles and consolidated the fibers. Skins at this stage were given a “patent” fin- 
ish or embossed in a large machine with engraved rollers to bring out the grain. 
Calfskin was finished in various ways: by rolling, it was given a glazed finish; by 
being subjected to pressure on the grained side under a cork board, a printed figure 
was made on the surface; by brushing, the leather was given a soft “flesh finish.” 

The general superintendent of the Sharey Company thought that girls might per- 
form satisfactorily the following operations: 


“Seasoning,” or “hand-doping”—in which the operative laid each skin on a table 
and spread the seasoning compound over it by hand, using a small scrubber. The 
operative stood and leaned over the table. 

“Brushing”—an operation in which the skins were lowered one at a time through 
a slot in a wooden table which covered the brushing apparatus. The skins came 
into contact with revolving brushes. Operatives stood at this work. 

“Plushing”—an operation in which the skins were held by hand upon a revolving 
cylinder covered with the wool of a sheared lamb. Operatives could get a “friction 
burn” if their hands slipped from the skin on to the revolving cylinder. Operatives 
stood, bending slightly over the cylinder at times. 

“Trimming”—in which rough edges were cut from skins with hand shears. A 
standing position was necessary. 

“Glazing”—in which each skin was fed gradually across a table on which a 
roller about five inches wide ran back and forth much like a laundress’ hand iron. 
The roller rested on the table only on the back stroke. This friction imparted a 
glaze to the grain side of the leather. Operatives were seated during the operation. 

“Rolling”—essentially the same operation as glazing, only friction was not so 
great. Operatives stood. 
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had introduced women into its finishing departments, but only 
to replace men who left to enter military service or for other 
reasons. At the close of the World War, the Sharey Company 
had reemployed a number of the men and had displaced most of 
the women. The executives had not thought that the employment 
of women had yielded any substantial saving. As the other 
tanneries had continued to employ women, however, officials of 
the Sharey Company decided that its experience had not been 
conclusive. 

Prior to 1922, wages and working conditions in the district 
practically had been dictated by the labor unions. During that 
year, however, the employees in the tanneries had struck for 
higher wages and every tannery in the district had been shut 
down for six months. When the strike ended, the managements 
of the tanneries had complete control over all relations with their 
working forces. 

In July, 1924, the Sharey Company was employing 42 men 
and 6 women in the finishing departments. The average wage 
of the men employees in those departments was from $28 to $30 
a week. The average wage of the women was from $18 to $20 a 
week. Most of the men in the finishing departments were English- 
speaking and had a standard of living higher than that of the 
foreign-born labor employed on the cleaning and tanning 
processes. Some of the men were married and owned homes; a 
number had been in the company’s employ for many years. 

The general superintendent believed that women would be 
able and willing to perform the finishing operations. He ex- 
pected that their wages would be $15 a week while they were 
learning the work and from $18 to $20 a week thereafter. All 
the other tanneries in the district had been successful in making 
the transition from male to female labor in the finishing depart- 
ments. Moreover, he believed that the Sharey Company was in 
a favorable position to make the change without concerted oppo- 
sition on the part of the employees, because of the results of 
the strike in 1922. Finally, there was in the vicinity an ade- 
quate supply of women available for this work. At the time, the 
local tanning industry was running at 60% of its capacity, al- 
though some units of the Sharey Company were running at 
capacity. Women temporarily out of work in other tanneries in 
Assibet and the two near-by cities could be employed. 
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* The company expected that if it introduced women as pro- 
posed, even though it discharged no men, the men in the finish- 
ing departments would protest, regarding the step as a fore- 
runner of their release. The company was not in a position to 
guarantee employment to any worker; hence these men would be 
concerned about their futures. It was difficult to find any work 
at the time, and almost impossible for men to find employment 
in the finishing departments of Assibet tanneries. It was prob- 
able that the men would make conditions uncomfortable for any 
women whom the company hired for the finishing departments. 
The men might have recourse to hazing and so cause a high 
rate of turnover among the women. Segregation of men and 
women to prevent such hazing was impossible. Moreover, the 
hazing might take place outside the plant. There was also the 
possibility that the foremen would sympathize with the men and 
permit hazing. Such a situation would tend to break down the 
morale in all the departments concerned. The company had been 
endeavoring to establish cordial relations with its employees. It 
had established an industrial relations department and was main- 
taining sick-benefit and pension funds. ae 

The company also had to take into consideration the effect 
which the adoption of the proposed policy would have upon the 
community. Action by the Sharey Company, a large employer, 
naturally had more important consequences and aroused more 
comment than action by a small firm. The men employed in the 
finishing departments were useful, reliable members of the com- 
munity. Since the community was given over in the main to the 
tanning industry, any men displaced by the Sharey Company in 
its finishing departments would have either to take up some other 
type of work in that company or in other tanneries or to move 
elsewhere. 
- Because of somewhat inactive business conditions in July, 
1924, and the Sharey Company’s position as a large employer, 
the company’s executives deemed it best not to discharge men in 
order to introduce women into the finishing departments, but to 
effect the substitution by transferring men to other work and 
by hiring women rather than men when additional workers were 
needed for the departments. 

Accordingly, the company employed 37 women for the finish- 
ing departments between July and November, 1924. No men 
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were discharged, but 20 were transferred to other departments. 
When women were introduced into any department, several were 
brought in at once and placed at adjacent machines. Foremen 
who were not in favor of the step were told that the policy had 
been definitely decided upon and that their cooperation was © 
expected. Hazing was declared to justify discharge. | 

No adjustment in working hours was necessitated by the dilu- 
tion; the weekly schedule of the Sharey Company was that pre- 
scribed by Pennsylvania law as the legal maximum for women 
in factories. Some expense was incurred by the installation of 
washrooms and a restroom for the women workers. A matron 
was employed to take charge of the restroom. 

The company found that women took no longer to become pro- 
ficient at the finishing operations than did men. Two weeks was 
the average training period required. The costs of training were 
caused chiefly by decreased production and damaged product. 
Some of the damaged skins could be refinished; not all were: 
“seconds” or scrap. A number of the women were experienced 
and needed no training, having worked in the finishing depart- 
ments of other tanneries. 

The machinery and equipment used in the finishing depart- 
ments had been built and assembled by local millwrights and 
machinists. These items were not expensive and the overhead: 
charges on them were not large. 

The employment of women necessitated some additional truck- 
ing assistance in the finishing departments, because the women 
could not transport the piles of leather to or from their machines. 
Truckers ordinarily took material to and from departments, but 
the men doing finishing work carried stock to and from their 
machines. 

During the experimental period, the quality of the women’s 
work in all the finishing departments where they were employed 
was reported to be satisfactory. The women, moreover, produced 
at approximately the same rates as the men on most of the 
operations. On the “‘seasoning,” or hand-doping operation, how-. 
ever, for which no direct male labor was employed, the women’s 
rate of output was only about 70% or 75% of the rate formerly 
maintained by the men. When the supplementary male labor 
necessitated by the employment of women in this department 
was taken into account, the output per worker in the department 
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was about two-thirds of its former figure. The lower output in 
this department probably was the result of the physical labor 
involved in the seasoning operation; operatives had to stand and 
bend over a wide table while spreading the seasoning compound 
upon the skins. This operation had to be done evenly in order 
to avoid “streaking.” 

As far as the management knew, little hazing took place. No 
discharges were made for this cause and no woman gave this 
reason for leaving the company’s employ. 

The industrial relations department, in tabulating absence and 
turnover figures, found that the absence and turnover rates for 
women were 50% higher than those for men. 

Late in the year 1924, general business activity in the Sharey 
Company’s district declined further. The company’s production, 
nevertheless, continued at the same rate. Although the company 
had no opportunity, at the time, to introduce women as part of 
an expansion program, the economy which had resulted from 
the employment of women on finishing operations dictated the 
further substitution of women for men in those departments. 
If the company displaced men by further dilution, however, 
those men would find difficulty in obtaining employment in the 
community, and unfavorable public comment on the company’s 
action would ensue. The company, consequently, decided to hold 
its dilution program in abeyance. 


ComMMENTARY: This case presents an instance of peace-time dilu- 
tion in the interest of economy; the practice of dilution which attracted 
much attention during the World War was intended primarily to 
expand the labor supply. 

“Dilution” means the introduction of a cheaper type of labor to 
take over, entirely or in part, work previously done by a dearer type 
of labor. The term probably arose from the concept of increasing the 
less skilled element in the labor force, thus “diluting” the quality of 
the labor force. 

The economy of dilution in this case was substantial. With the 
exception of the “seasoning” process, there was a saving of from one- 
fourth to one-third in labor cost. A point that evidently did not occur 
to the executives, but which may be mentioned, was that women could 
be hired or laid off with less difficulty than men, since a larger per- 
centage of them ordinarily did not have sole responsibility for sup- 
porting their families. The company’s experience was that the cost 
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of training women was not greater than the cost of training men, and 
the quality of work processed by the women was satisfactory. 

The offsetting costs of introducing women were connected with 
increased labor turnover and absenteeism among them, the indirect 
labor that was provided to handle materials, and the expense of equip- 
ping and maintaining additional washrooms and a restroom. 

It will be noted that the materials upon which women worked were 
light in weight, the machines operated were simple, and the work 
required patience and attention to quality of finish. These conditions 
are among those that characterized industrial work upon which women 
were satisfactory during the World War. 

In appraising the savings from dilution, attention should be given 
to its probable effect upon overhead costs. If women cannot process 
as much as men, the reduced output is costly in proportion to the over- 
head expense involved. Substandard output from an expensive machine 
may result in advanced overhead costs that entirely offset the lower 
direct-labor costs attained by employing a cheaper type of operative. 
In this case, low overhead rates per machine made the direct-labor 
economies largely a net saving. 

The Sharey Company’s method of introducing women into depart- 
ments formerly containing men exclusively is suggestive to any employer 
undertaking to dilute his labor force. The acquiescence of the men 
doubtless was due in large part to the company’s policy of not dis- 
charging men in order to introduce women. That decision indicates a 
wise regard, by a large employing company in a small community, for 
the social consequences of its labor policy. 


September, 1925 J. W. R. 


' AtrpHa Paper CoMPANY! 
MANUFACTURER—WRITING PAPER 


Hirinc—Vacancies Filled: on Racial Basis. A writing-paper mill which em- 
.. ployed: Portuguese, Polish, and French-Canadian women in the rag- 
cutting department found that Portuguese women had a lower rate of 
turnover than Polish and French-Canadian women. The issue arose 
whether in filling vacancies in that department, the mill should give 
preference to Portuguese women. 


(1925) 


' One of the processes in writing-paper manufacture is the sort- 
ing and cutting of rags. Rags used in this process are gathered 
in large cities; they are discarded garments and outworn textiles 
of various sorts. Some of the rags are imported from abroad. 

Rag sorting and cutting in the Alpha Paper Company’s paper 
mill was done entirely by hand. Operatives in the “rag room” 
searched for and removed foreign materials, such as hooks, fur, 
buttons, and rubber, which would damage the paper-making ma- 
chinery and spoil the finished paper. The operatives also opened 
seams and cut the large rags into smaller pieces so that they 
-were chopped and shredded more easily in subsequent machine 
‘operations. Women ‘were employed exclusively for this work, 
which was monotonous and dirty. 

Of the women laborers available at the Alpha Paper Company’s 
mill, Portuguese, Polish, and French-Canadian women, in the 
order named, showed most aptitude for the work of rag cutting 
and sorting and were most satisfied to continue on it. The 
women in the rag room were paid on an hourly basis. In the 
community, the available numbers of women of each nationality 
mentioned were about equal. 

The executives of the Alpha Paper Company consulted as to 
‘whether vacancies in the rag-cutting room should be filled, in so 
far as possible, by Portuguese women. 


CoMMENTARY: Since Portuguese women apparently were satisfied 
with the work to a greater degree than women of other nationalities, it 
might have appeared profitable to employ them predominantly or 
exclusively in the rag room. That policy was undesirable, however, 
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because it would have resulted in a predominant racial group in the 
department, capable of mass feeling and mass action, and difficult to 
control. A predominant racial group of this grade of labor probably 
would oppose and harass women of other nationalities that later might 
be employed,? and thus the company would reduce its potential labor 
supply. .No doubt some French-Canadian and Polish women were 
satisfied with the employment. Since each operative: worked inde- 
pendently, racial antagonism would not interfere directly with pro- 
duction. Finally, the cost of turnover was low. The small immediate 
reduction in turnover cost by hiring Portuguese women exclusively for 
the rag room ‘would probably be more than offset after a time by 
difficulties resulting from the existence of such a preponderant national 
group in the department. ' 


September, 1925 J. W. R. 


* Examples of this tendency are reported in the Altoona Steel Company case, 
page 30. 





ALTOONA STEEL Company! 
MANUFACTURER—STEEL PRODUCTS 


DiscrpLinE ENFORCEMENT—Transfer of Employees to Prevent Racial Per- 
secution. A company employed 4,000 workers, among whom 34 nation- 
alities were represented. An investigation by its employment manager 
revealed the existence of antagonism between nationalities. The employ- 
ment manager decided to reassign men in order to prevent people of 
any nationality from having a preponderant influence in any department, 
since national group solidarity had interfered with productivity and 
freedom to assign and employ individuals. 


(1919) 


The Altoona Steel Company was located in an eastern city of 
150,000 inhabitants. It employed 4,000 workers, representing 
34 nationalities. Until 1919, labor relations had been left largely 
in the hands of the foremen and superintendents. In the spring 
of that year, the company instituted a new labor policy. The 
employment office, which previously had been merely an agency 
for listing applicants for employment, was given larger powers; 
a capable man was secured as employment manager, who, among 
other things, was to review the methods of personnel administra- 
tion in the several departments. 

Since the general manager of the company suspected that an- 
tagonisms based on nationality had grown up in the organization 
and that employees in some departments had been successful in 
keeping out of those departments men of nationalities different 
from their own, the employment manager was instructed to study 
nationalistic antagonisms in the works and to note the results 
of the preponderance of any one nationality in any manufactur- 
ing department. His investigation of the matter led the employ- 
ment manager to recommend that no more than 50%, and pref- 
erably no more than 25%, of the personnel of any department 
should be people of any one foreign nationality. The general 
manager authorized him to bring that condition about gradually. 

The employment manager decided to correct the situation by 
reassigning some employees to different departments. He also 
decided to start Americanization classes to reduce the barriers 
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between the foreign-born employees and the supervisors, who 
were mainly American. The employment manager started a 
record of the numbers and percentages of each nationality in 
each department. 

At the time, the packing department in one division of the 
plant was manned by 14 Poles under an American foreman. No 
attention had been paid to this situation because the work was 
simple and apparently had progressed smoothly. The employ- 
ment manager transferred a Turk to the department. Three days 
later the Turk reported to the employment office and asked to 
be transferred at once to another part of the works. 

The Turk stated that the Poles were calling him foul names in 
Turkish which they had learned from some source. The Turk 
had an excellent record as a workman, and the employment man- 
ager knew the peculiar sensitiveness of men of his race to insult- 
ing epithets. There were 512 Poles in the plant work force, and 
162 Turks. 

Instead of granting the Turk’s request, the employment man- 
ager said that he would try to correct the difficulty. Accordingly, 
he transferred one of the Poles from the packing department, 
replacing him with a Turk. Neither of the Turks in the packing 
room reported any grievance on account of opposition by the 
Poles thereafter. Two months later the employment manager 
transferred two Poles from this department and filled their places 
with a Russian Jew and a Lett. 

Another department under an American foreman was composed 
entirely of Letts and Poles. They had succeeded in eliminating 
several employees who were of other nationalities. They also 
had maintained a system of “soldiering”? which the foreman had 
been unable to stop. The employment manager transferred to 
the department an Italian who had established a reputation as 
an excellent workman. The Italian performed his work with his 
accustomed diligence. His work was in sharp contrast to that 
of the other men in the room; consequently they persecuted 
him in a number of ways. They would tinker with his machine, 
his raw material, or his finished stock when he was absent from 
his workplace. For a week the Italian withstood their hazing 
and persisted in doing his work. 





2“Soldiering” is a term applied to attempts by employees to limit their efforts 
while at work. 
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At the end of that week, the Italian’s case was discussed by 
the plant superintendent, the foreman, and the employment man- 
ager. The superintendent thought that the persecution would 
cause the Italian to quit his work. He did not wish to lose the 
Italian and suggested that the employment manager transfer 
that employee to some other department. 


ComMeENTARY: In this case are brought out some business aspects 
of the “melting-pot” process which has been characteristic of many 
phases of American life. The fact that 34 nationalities were repre- 
sented among the employees of one company constituted a problem 
of no small importance, both to the management and to the community. 

Presumably, as immigration is limited and as conditions of our indus- 
trial life become more stable, issues of the nature present here will no 
longer arise. The case is significant, historically, of the part played 
by business management in helping to break down the strictly nation- 
alistic leanings of immigrants. This is one of the first steps toward 
assimilation. 

The national groups were obstructing the employment or transfer 
of individual workers and also were restricting production. That 
condition rendered supervision difficult. The groups had gained power, 
yet they had little vision or sense of responsibility. The employment 
manager’s decision to reassign men in order to create a balance of 
nationalities in each department, brought the various nationalities into 
contact and tended to break down those national antagonisms which 
were largely the result of ignorance. The Americanization courses 
started by or with the support of this company aided too in estab- 
lishing mutual understanding between the various nationalities in the 
work force and between the work force and the American foremen. 

To the second problem, a solution parallel to that used in the first 
case might well have been applied. Another Italian and, at subsequent 
times, men of other nationalities could have been transferred to the 
department. Had the company transferred the Italian from the depart- 
ment, it simply would have caused the Letts and Poles to redouble 
their efforts to maintain their control of the make-up and methods of 
that department. 


March,1926 J. W. R. 


Manxkona Company! 
MANUFACTURER 


Hirinc—Employees’ Petition Asking Restriction of Employment of Married 
Women Refused. The employees’ advisory council of a company engaged 
in the predominant industry in its city asked the company to cease em- 
ploying married women whose husbands were physically able to work. 
The joint committee of management and employee representatives to 
which this motion was referred reported unfavorably upon it. The com- 
mittee held that, since the supply of female labor in the city was limited, 
the company would be at a competitive disadvantage if it refused to em- 
ploy married women, and that to do so would be to interfere improperly 
with the private affairs of the employees. The committee’s report was 
accepted by the employees’ advisory council. 

(1924) 

In the spring of 1924 the management of the Mankona Com- 
pany received a request from the employees’ advisory council 
reading as follows: 

We recommend that the Mankona Company give employment to no 
married women whose husbands are physically able to work. We rec- 
ommend this action because we believe the wage of the head of the 
family should be large enough to take care of the needs of the average 
family, and that the employment of married women tends to destroy 
that proper home life which is the ideal and hope of good American 
citizens. 


The Mankona Company was located in a city of 200,000 in- 
habitants. This city was a center for the manufacture of a related 
group of products, some of which the company produced. Four 
large companies and three small companies in the city were en- 
gaged in that industry. 

The Mankona Company employed 11,000 persons. Approxi- 
mately 950 of these were women, 37% of whom were married. 
The labor force of one of the Mankona Company’s competitors 
was 30% women and 70% men. That company produced a 
wider variety of finished articles than did the Mankona Com- 
pany, and for the finishing process had found the labor of women 
economical because of their deftness, speed, and patience. The 
Mankona Company, if at a later time it began manufacturing 
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some of the finished articles produced by that competitor, prob- 
ably would wish to increase the percentage of women it employed. 

In accordance with the customary procedure under the com- 
pany’s plan of employee representation, the request concerning 
the employment of married women was referred for investiga- 
tion to a joint committee. The committee was composed of two 
representatives of the management and two representatives of 
the employees. The committee presented the following report: 


We find that there are two main reasons for this motion: 


1. It is felt that the employment of married women with children, 
whose husbands are able to work, tends to destroy home life. 


2. It is felt also that where it is the custom for husbands and wives 
to enter industry, the tendency is toward lower wages, thus putting 
a hardship on the man who honestly endeavors to support his family 
by his own efforts. 

At present approximately 37% of the 950 women employed are 
married. The employment department informs us that in interviewing 
women for employment it considers the four following items: 
(z) Physical fitness for the work. (6) Age. Girls must be over 21 
before they can work any other shift than the first shift, and the com- 
pany gives preference to women under 35. (c) Experience. By this 
is meant experience in any sort of factory work and also experience on 
the particular job for which the applicant is being considered. (d) Pos- 
sible length of service. The interviewer attempts to determine how long 
the applicant will remain with the Mankona Company. It can be seen 
that only under point four does the question of marriage enter. Are 
married women more likely to leave our employ than single women? 
The labor department has not compared figures on this point regularly 
in the past, but the records of the last two months have been examined 
and they show the following rates of turnover for married and single 
women: 

TURNOVER ON AN ANNUAL Basis* 


Month Married Women Single Women 
April 99.6 64.7 
May 80.1 77.6 


nn nn nn EItntdEtIn nya nnnannS ana 


*Turnover calculated as follows: 
Number of separations each month X_ 12 


ed 
Average number employed oe ce 


The labor department believes that single women have a lower rate 
of turnover, and this investigation would appear to confirm this impres- 
sion, although the degree of difference does not seem to be great. 

The committee is not in favor of this motion for the following 
reasons: 


1. The company always has been in need of girls because of the 
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demand of other companies upon the available supply. It will be 
recalled that one large company in this city, in an effort to increase its 
supply of female labor, had one man spend six months in Ohio, Indiana, 
Illinois, and Michigan recruiting female labor. It was alleged that 
2,500 girls came to this city as a result of the campaign. In spite of 
this, however, the number of women available is very limited, and 
when it is recalled that nearly 40% of our force of women are married, 
it will be realized that the adoption of a policy prohibiting the employ- 
ment of married women would cause this company great hardship and 
expense in filling up the ranks of female labor. 

2. Although it has been suggested that the Mankona Company 
should adopt this policy for the social good and then try to get our 
competitors in the community to follow suit, our view is that the other 
companies would not fall in line. If the Mankona Company adopts 
the policy alone, it will be placed at a disadvantage in competing with 
the other companies. It will have to obtain female labor at higher 
cost from the other companies, or bring female labor into this city at 
considerable expense, or it will have to use male labor on the operations 
vacated by married women at higher cost. 

3. Such a stand by this company is unwise because the company is 
dealing with a matter beyond its proper scope of action. It will be 
difficult to pass upon a case if the married women claim their employ- 
ment is necessary. The task is unpleasant and doubtless will arouse 
unfavorable criticism. 


This report of the joint committee was accepted by the em- 
ployees’ advisory council, and the request of that body was 
withdrawn. 


CoMMENTARY: Clearly, this petition was advanced in the hope that 
the Mankona Company would set a precedent among the employers in 
the community. Had the precedent become general, the supply of 
employable women would have been much restricted. In consequence, 
women’s wages and perhaps men’s wages in the local market might 
have tended upwards. It is extremely doubtful, however, whether other 
employers in the locality would have followed the lead of the Mankona 
Company had it granted this petition. 

Had the petition been granted, the probability is that the Mankona 
Company and other employers in the community would in effect have 
exchanged employees. The Mankona Company would have dismissed 
married women and obtained single women; other companies would 
have done the reverse. The step probably would not have reduced 
the supply of women for industrial employment in the community, and 
therefore it would have had a negligible effect upon women’s wages. 
On the other hand, manufacturing costs would have increased tem- 
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porarily because of the labor turnover involved in the exchange process. 

By dismissing its married women employees, the Mankona Com- 
pany would not have converted them to the view that they no longer 
should be wage earners. 

Irrespective of the merits of the petitioners’ aim concerning family 
life, their method should have been to advocate personal and com- 
munity standards that accorded with their views. Those standards 
could have been attained more easily by persuasion than by coercion. 
It may be added also that the mental attitude of the married woman 
toward her family obligations is a more fundamental influence upon 
home life than the mere fact of her employment in a gainful occupation. 

The committee’s decision was justified on both grounds mentioned. 
By granting the request, the company would have placed itself at a 
competitive disadvantage and would have had to trespass upon the 
private affairs of women employees or applicants for employment. 


July, 1926 Aa 


PENN Paper Box Company! 
MANUFACTURER—PAPER BOXES 


Factory Location—Determined by Labor Supply. A company manu- 
facturing paper boxes, located in a large eastern city, experienced a 
shortage of women workers, who made up three-fourths of the working 
force. When it became necessary to expand the capacity of the plant, 
the company decided to locate a second factory in a section of that city 
in which the industries demanded chiefly men laborers, believing that 
the women members of workmen’s families there would be available for 
employment as box makers. 


(1920) 


The Penn Paper Box Company was located in a large eastern 
city of diversified manufacturing industries. The company’s 
products consisted almost entirely of small cardboard boxes used 
as containers for various kinds of packaged goods. Among its 
products were candy boxes, soap containers, packages for tea 
and coffee, and boxes of various sizes to hold dry goods. Because 
of the bulk of made-up boxes, the company’s market was re- 
stricted to local territory, and chiefly to the metropolitan area 
of the city in which it was located. In 1920 the board of directors 
decided that additional plant capacity was needed to fill orders 
which the company was receiving. One of the factors to be con- 
sidered in deciding upon the best method of expanding the plant 
was the necessity of securing an adequate supply of women 
workers. ae 

The company used semiautomatic machinery so far as pos- 
sible in its plant. Nevertheless, a large amount of handwork 
was necessary in making the better grades of boxes. Work in 
the plant was of a tedious and monotonous nature. The company 
normally employed 200 workers, 50 men and 150 women. The 
employees were chiefly American-born, although a number of 
foreign-born women had been hired prior to 1920. 

The Penn Paper Box Company had experienced a high labor 
turnover, which was attributed in part to the nature of the work. 
Moreover, the wages paid by the company were not attractive. 
Practically all work was paid for according to the piece-rate 
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system. The rates were fixed so that operatives earned weekly 
wages that met the market competition for the type of labor 
hired. The company had decided that this practice was neces- 
sary because of the keen competition in the paper-box industry. 
Little opportunity for advancement was offered to the employees. 

During periods of normal business activity the company had 
experienced difficulty in securing and retaining enough workers to 
fill its needs. The section of the city in which the company was 
located contained numerous industrial establishments, among 
them textile mills and clothing factories. During 1920 the labor 
shortage was more serious than at any previous time. 

The president decided to lease or erect a branch factory in the 
same city but in a section offering a more adequate supply of 
women workers than was available at the principal plant, which 
had to enter the market in competition with textile mills, clothing 
factories, and other employers of women. He chose a site in a 
locality in which the industries demanded chiefly male labor, 
since he believed that the women members of workmen’s families 
in that locality would constitute an adequate supply for the per- 
sonnel requirements of the branch. The company readily ob- 
tained satisfactory women workers at the new location. Some of 
the women hired had traveled long distances to work previously 
and were glad to find employment near their homes. 


ComMENTARY: This case permits a contrast between two stages in 
the process of plant location. The first stage is that of regional loca- 
tion; the second, that of site location. The final result usually is a 
compromise between interacting forces, but in these two stages different 
forces are at work. 

The regional location of this company’s plant was dictated by mar- 
ket factors. This company, like others manufacturing made-up paper 
boxes, had a bulky product to deliver to its customers upon short notice 
and sometimes at frequently recurring intervals. 

In the selection of a site, however, the conditions of labor supply 
were of controlling importance. Since three-fourths of the people 
employed by the company were women, and since the company in its 
original location competed with other employers of women, it decided 
to expand by establishing a branch plant in a district in which the 
industries demanded chiefly men. In that district the company would 
find minimum competition for labor of the type it required. 


September, 1925 J. W. R. 


MorRELANE RUBBER CoMPANY! 
MANUFACTURER—RUBBER PRODUCTS 


EXPANSION OF WorK Force—Short-Period Extra Shift for Emergency Pro- 
duction. To increase the capacity of its heel department in an emergency, 
the company ran heel presses continuously. Their output could not be 
trimmed and inspected by the women regularly employed, who worked 
48 hours per week. An extra shift of men for that work would have 
increased labor cost. The employment of women longer than 48 hours 
per week or after 10 at night was prohibited by state law. The company, 
therefore, employed an extra shift, comprising foreign-born married 
women, to work from 5 to 1o p.m. as trimmers and inspectors in itd 
heel department. 


(1920) 

Early in 1920, the Morelane Rubber Company obtained a 
number of contracts from shoe manufacturing companies for 
large quantities of rubber heels. To fill those orders, the com- 
pany ran its heel-molding presses continuously; it organized 
three shifts of men for that purpose. The arrangement, however, 
disrupted the previous coordination of the heel department. The 
number of heels molded in 24 hours could not be trimmed and 
inspected by the force of women regularly employed as trimmers 
and inspectors. The company’s available trimming equipment 
did not permit increasing the force of 100 women engaged in 
trimming and inspection sufficiently to restore the balance be- 
tween the several processes. 

The Morelane Rubber Company’s plant was located in the 
industrial section of a large Massachusetts city. Native and 
foreign-born workmen resided in the vicinity. Among the foreign- 
born population were Polish, Italian, Russian, Lithuanian, and 
Armenian families. 

Manufacture of rubber heels was a relatively simple process. 
After the rubber had been cleaned, dried, and compounded, it 
was taken in uncured sheets to the heel-molding department. 
There were from 32 to 48 individual heel cavities in each mold 
used in the process. A number of pins protruding from the bot- 
tom of each cavity created the holes that appeared on finished 
rubber heels. Small metal washers were placed on these pins, 
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and the washers were transferred to the rubber heels in the 
molding process. The washers prevented the nails that held the 
heels to the shoes from passing through the rubber. The uncured 
sheet of rubber was cut into “biscuits” about the size of each 
cavity; washers were placed on the pins; the biscuits then were 
laid in the mold, and the mold was closed by hydraulic pressure. 
The “decks” between which the mold was pressed were steam- 
jacketed, and the heat cured the heels during the time that they 
were under pressure, a period of from 12 to 15 minutes. 

Usually there was an overflow of rubber in the form of ragged 
edges around the heels when they were taken from the molds. 
The heels were conveyed to trimmers who removed this over- 
flow. The trimmers worked at long tables; each had before her 
a small machine with a set of rotating knives, with which she 
quickly cut the ragged edges from the finished heels. As the 
heels were finished the trimmers put them on belt carriers, which 
delivered them to the other side of the table, where they were 
inspected and packed in pasteboard boxes. The inspectors were 
responsible for intercepting and discarding any heels that were 
improperly molded or marred by the trimmers, or, in the case 
of light colored heels, any that were discolored. The little metal 
washers, moreover, became misplaced on the mold pins at times, 
and as a result they were found imbedded in the heels at the 
wrong place. Such heels had to be discarded also. The More- 
lane Rubber Company employed 34 women as inspectors and 66 
women as trimmers. 

The weekly schedule of the plant prescribed 8 2/3 hours of 
work on 5 days of the week and 4 2/3 hours of work on Satur- 
day. Work began at 7:20 in the morning and closed at 5 p.m., 
with an hour for lunch, on the first 5 days of the week; work 
began at 7:20 and stopped at noon on Saturday. After the receipt 
of the large contracts in January, 1920, the Morelane Rubber 
Company added enough trimmers and inspectors to its force to 
take up all available space and to utilize all the trimming equip- 
ment in the heel department; nevertheless, the molding crews 
processed about 50% more heels than the women could trim and 
inspect. 

Legally, the Morelane Rubber Company could not allow the 
regular trimming and inspection force to work overtime. A state 
law relating to employment of women read in part as follows: 
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The hours of employment for women in factories, workshops, manu- 
facturing, mercantile, or mechanical establishments shall not be more 
than 9 hours in any day, or more than 48 hours in any week. In man- 
ufacturing establishments work for women over 21 years of age must 
not begin before 6 a.m. and must not last later than ro p.m. 

No women can be employed continuously for a period longer than 6 
hours without being allowed 45 minutes’ rest or lunch period. 


The manager of the Morelane Rubber Company decided to 
employ an extra shift of women to work from 5 p.m. to 10 p.m. 
as trimmers and inspectors. Applicants at the company’s employ- 
ment office did not desire that work, however. Their objection 
was that they could not earn more than $9.50 a week at work 
which lasted only 5 hours a day. 

The manager did not deem it advisable to pay women on this 
extra shift a higher rate per hour than was paid the women on 
the day shift. Those women received between $15 and $18 a 
week. He could have hired men for the night shift and have 
asked them to work for 8 or 10 hours if necessary, but wages for 
men of the type needed for this work were $25 or more a week. 

The manager thought that the numerous women without indus- 
trial experience in the community, who had household duties 
through the day, might be willing to come into the factory tem- 
porarily to do the work in question. Frequently these women 
had the help of daughters to whom they could turn over their 
household affairs after 5 p.m. The manager posted a sign on 
the factory gate stating a need for women employees to work 
from 5 p.m. to 10 p.m. He also asked the company’s employees 
to inform any neighbors who might be interested in doing the 
work. He obtained an adequate number of women for the trim- 
ming operations as a result of these efforts. In order to increase 
the number of inspectors, he transferred to inspection work 
a number of the more intelligent and experienced trimmers. 


CoMMENTARY: ‘The solution adopted by the Morelane Rubber 
Company was a temporary readjustment justifiable, perhaps, under the 
circumstances. Whether there was a prospect of further large con- 
tracts for rubber heels is not stated, and it may be assumed that the 
company thought that the quantity of product called for by the con- 
tracts in hand was exceptional. In that event, the company would not 
wish to increase the heel department’s equipment. The solution adopted 
permitted the equipment then owned to be operated more hours each 
day by a grade of labor receiving low wages. 
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If the women obtained for the short night shift were paid on a 
piece-rate basis, the company did not sustain additional direct-labor 
cost as a result of the fatigue of these workers. That fatigue probably 
was more than normal inasmuch as their working period both at home 
and in the factory was probably not less than 15 hours a day. The 
effect of their long hours of labor upon these workers would become 
manifest after several months. If an ample supply of such labor was 
available, the company, of course, could replace women whose output 
was not satisfactory. 

Evidently, the women employed desired additional funds. When 
their income augmented family resources, no doubt other members of 
their families approved of their employment. From a social standpoint, 
nevertheless, the company’s policy was questionable. Although the 
solution violated no law, it ran counter to the intent of the legislators. 
They wished to prevent factory employment from impairing the health 
of women in the state. 

In the event that the increase in output of the rubber heel depart- 
ment was to be needed permanently, the company surely would wish 
to install additional equipment. This equipment would be operated 
by women during the day. It would prove more economical and would 
result in better community relations than would the continuance of 
the company’s temporary policy described in this case. 


October, 1925 J. W. R. 


MALFrorp Company? 
REFINER—PETROLEUM 


Promotion—Denial of Employees’ Request That Promotion Be Based on 
Seniority. A petroleum refining company more than 50 years old had 
a high percentage of long-service employees. Those men desired that a 
seniority rule be applied in reassignments to better paid and more exact- 
ing work. Because the company was growing rapidly and its manu- 
facturing and marketing technique constantly was being improved, and 
because of keen competition in the industry, the company denied that 
request and stated in a general bulletin to all plant managers that re- 
assignments were to be made primarily on the grounds of ability; that as 
between employees whose ability the management thought equal, 
seniority should govern promotion, but that seniority should have refer- 
ence to service with the company rather than in a specific department. 

TRANSFER OF EMPLOYEES—RKejection of Departmental Seniority Rule as In- 
fringing on Free Transfer of Employees. A petroleum company whose 
business was expanding at the rate of approximately 25% per annum, 
and whose properties were widely scattered, found it necessary to trans- 
fer employees in building up its producing, refining, and marketing 
organizations. Because of its need for freedom to transfer employees, it 
refused to adopt an employees’ request that it apply a departmental 
seniority rule which would govern advancement and layoff. 


(1924) 


The organization of the Malford Company was 53 years old 
in 1924. The company was engaged in the production, trans- 
portation, refining, and distribution of petroleum products. Six 
refineries were operated; 3 of them were located near each other 
in one state. The company maintained approximately 800 retail 
filling stations scattered throughout 7 eastern states. 

A relatively large number of long-service employees were on 
the pay roll. Those employees gradually had come to think that 
they were entitled to special consideration in view of their length 
of service. On that basis, they desired preference in reassign- 
ments to better work, in retention at times of layoff, and in being 
rehired after layoffs. Besides favoring the application of a 
seniority rule, many employees wished the company to figure 
seniority with reference to service within a department rather 
than with reference to all service with the company. 
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In the many cases that had arisen on these questions at the 
company’s different properties, the plant superintendents and 
departmental foremen had followed no uniform practice. The 
superintendent of one plant was known to favor older men in 
reassignments to better work, whereas most of the plant superin- 
tendents gave primary weight to ability. When reassignments 
to better positions were left to the foremen’s discretion, some 
foremen were prone to give the principal weight to seniority. 

In 1924 the adoption of the seniority rule at one plant was 
urged by an aggressive employee representative who was known 
to desire personal prominence. The plant superintendent thought 
that some definite and generally applicable ruling on the seniority 
question should be made so that the issue could be regarded as 
closed. He communicated this suggestion to the company’s man- 
agement committee, which was composed of the company’s gen- 
eral managers, one for each of the manufacturing properties. The 
general managers had headquarters at the company’s central 
offices, and met there as a management committee each week to 
consider broad general management policies. 

One of the main plants, which normally employed 5,000 men, 
had a refinery with a capacity of 300,000 barrels a day, and 
equipment with a capacity of 58,000 barrels a day for the reduc- 
tion of crude oils through all the stages. One division of the 
plant manufactured cases and tin cans, and packed the products. 
Another division manufactured barrels; another manufactured 
sulphuric acid. 

A different plant, which employed approximately 4,000 men, 
had a refining capacity of 60,000 barrels a day. One division of 
this plant ‘“‘restored” sulphuric acid which had been used in the 
refining processes. A third plant employed 1,200 men; it had a 
refining capacity of 17,000 barrels a day. 

In the company’s largest plant 90% of the men employed were 
classed as skilled and semiskilled workers, the other 10% as 
common laborers. Seventy per cent of the men had been born 
in foreign countries. Labor turnover for 1923 averaged 2.37% 
a month, and for the first 9 months of 1924, 2.7% a month. 
Labor turnover as figured by this company was the ratio of 
losses or exits to the average force, including temporarily in- 
active men. Forty per cent of the men in one main plant had 
been in the company’s employ for at least 10 years. This high 
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percentage of long-service employees resulted from the company’s 
long-established policy of paying wages higher than the average 
for the industry, from excellent working conditions, and from 
various benefits such as sickness-relief and retirement funds. 

Rapid changes had taken place in the methods and processes 
for the refining of petroleum. As a result, some departments in 
the company’s plants had been discontinued and the men therein 
shifted to other departments. Several departments had been in 
existence only a comparatively short period. A majority of the 
employees in them had had no experience in other departments, 
and consequently had no conception of the breadth of the com- 
pany’s operations. 

In the decade preceding 1924, the Malford Company had 
grown at the rate of about 25% a year. Its growth resulted 
chiefly from the widening use of automobiles. In order to meet 
the demand for gasoline and other petroleum products, the com- 
pany carried on an active search for new sources of raw material. 
It conducted prospecting operations in Europe, in the Far East, 
and in South America. 

At the same time, the company was active in the development 
of new methods and new products. The tendency in the industry 
was to refine oil close to its source. The company was expand- 
ing its physical plant almost continuously at some point or other, 
and it had to reassign men from its older plants to construct and 
operate the new properties. When a temporary assignment was 
terminated, the company endeavored to retain in its employ the 
men involved and to assign them to their former work or other 
work, or to promote them. The company executives were con- 
vinced that unless men were reasonably sure of such treatment, 
they would hesitate to accept temporary assignments to distant 
localities. Few men were transferred between the producing, the 
refining, the transporting, and the marketing lines of the business, 
but there were many reassignments between the stations within 
each of these divisions of the company. 

As a result of labor difficulties during 1917 and 1918, the Mal- 
ford Company had developed a comprehensive labor plan. A per- 
sonnel manager, who occupied a staff position, was employed in 
each plant. These personnel managers were responsible to the 
local plant superintendents. Each personnel manager had as- 
sistants in charge of education, of health, and of safety work. 
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Each personnel manager was responsible for hiring all employees 
and for starting them to work properly. The employment depart- 
ment also acted as a clearing agency which transferred employees 
from one department to another; the employment departments 
of the company’s three neighboring refineries, and, in less degree, 
all its employment departments, cooperated in arranging trans- 
fers between the plants. The employees at any plant were in- 
vited to come to the employment department with matters of con- 
cern to them personally. The company’s personnel program was 
supervised by a staff official at the central office. 

In 1918 the company installed a plan of employee representa- 
tion for the purpose of handling employee grievances and nego- 
tiating wage rates. Wage adjustments were made in the plant 
conferences, but were subject to the approval of the company’s 
board of directors. The company provided sickness and death 
benefits for employees who had had more than one year of service 
with it. Accident benefits were paid in addition to those pre- 
scribed by workmen’s state compensation laws. An employee 
who had completed 20 years of service and was 65 or more 
years old was eligible for retirement upon an annuity. The 
annuity allowance was 2% of the average earnings during the 
last five years preceding retirement, multiplied by the years of 
service. 

The company’s policy when reducing its working force on 
account of business depression was first to lay off “permanently” 
the comparatively inefficient employees of less than one year’s 
service; it next laid off permanently the comparatively inefficient 
men of more than one year’s service but less than 10 years’ 
service. If further reduction was necessary, temporary layoffs 
were made and, later still, some of these temporary layoffs were 
changed to permanent layoffs. The company gave a week’s notice 
of layoff to men who had had more than a year’s service with it, 
and it gave two weeks’ notice of layoff to men who had been 
with it more than five years. From the date of the beginning of 
a temporary layoff, men’s privileges under the company’s benefit 
plans were continued for a period of 90 to 180 days, and upon 
reemployment they gained full standing under these plans with- 
out a physical examination. The company granted one week’s 
vacation with pay to employees who had had one year’s service 
or more with it. 
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The management was of the opinion that the jurisdiction of 
the works council should not extend to the policy to be followed 
in reassigning employees or in establishing preference in layoff 
or reemployment. On the other hand, it thought that applications 
of the policy could be taken up with employee representatives 
in the works councils, and that the employees through these 
channels could appeal from any decision which they thought was 
made without adequate knowledge or was colored by prejudice. 
In the several years before this matter came to a head, the 
employees through the representation machinery had presented 
many cases in which they contended that seniority should have 
been the basis for reassignment and that seniority in a specific 
department should be considered rather than seniority in the 
employ of the company regardless of department. 

One typical case was as follows: Two engineers, A and B, were 
employed in a boiler house as water tenders. A had had seven 
years’ continuous experience with the company—two years in 
the mechanical department, two years in the “case and can” 
department, and three years in the boiler department. B had 
been in the employ of the company four years and during that 
time had worked only in the boiler department. In the fall of 
1924, it was necessary to reduce the number of water tenders. 
The foreman in charge decided that the abilities of the two men 
in performing that job were equal, and he demoted B. B be- 
lieved that he had a grievance against the management inasmuch 
as he had worked in that department a year longer than A. 
Although this case, after full discussion, was settled to the satis- 
faction of all concerned, it was followed by others at the same 
plant upon practically the same issue, and the management rec- 
ognized that many of the workmen continued to favor a depart- 
mental seniority rule. 

The workmen seemed to think that length of service was prima 
facie evidence of merit and that length of service should be re- 
warded by prior opportunity to try better work. It was not con- 
tended that seniority should govern promotions to supervisory 
positions. Some unreasoned statements had been made by em- 
ployees who felt strongly upon the seniority issue. They said, for 
example, that the company did not apply the seniority rule be- 
cause such a rule would prevent it from promoting favorites, and 
also because it feared to increase the expense of its pension plan. 
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In the company’s plants there were numerous positions which 
required men of equal abilities; consequently, when reassign- 
ments were necessary the supervisors had to consider factors 
other than ability. In deciding upon the ability of men in more 
important positions, supervisors had been asked to consider 
performance, experience, knowledge of the work, potential ability, 
cooperative spirit, and ability to work without supervision. When, 
after such an analysis, men were regarded as having equal ability, 
the company’s executives gave recognition to seniority in service 
and to the number of dependents as bases of discrimination 
among individuals being considered for reassignment, promo- 
tion, or layoff. Length of service in a given position was given 
weight in making a promotion within a department, because ability 
to perform a new task depended in some degree upon experience 
within that department. This point was brought out by the 
management in a number of cases, but both sides recognized that 
upon many routine tasks an employee gained little additional 
capacity because of service upon those tasks beyond six months 
or a year. 

In view of the high percentage of long-service men in the 
company’s organization and the probability that that percentage 
would increase, the management committee decided that this 
issue was serious enough to justify a general statement of com- 
pany policy. That group, therefore, issued a general letter which 
stated that reassignments and promotions were to be made pri- 
marily on the basis of ability and that the management had the 
sole responsibility and right to judge the ability of individual 
employees. Opportunity was given to employees, however, 
through the plan of representation, to appeal from any super- 
visory decision on this question, because it was thought that in 
a large organization some cases of favoritism might occur. The 
letter stated that seniority of service would be given considera- 
tion only after the ability of the individuals considered for re- 
assignment had been determined as equal, and that seniority was 
to be based upon company service rather than upon service within 
a specific department. This decision was made because the com- 
pany did not wish its long-service employees to gain an in- 
trenched position that would block the progress of more ener- 
getic and capable men who had had a shorter period of service 
with the company. The company’s major executives recognized 
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also the need for keeping channels open through which men of 
ability could be developed and advanced in the organization. 

By reason of the necessity of reorganizing its force and expand- 
ing in new territories, the company considered the basis of 
seniority to be the length of service of employees with the com- 
pany rather than with a particular department. Otherwise, the 
company would have been hampered in transferring men to 
temporary assignments outside their departments. The men would 
have objected to the temporary assignments because of the con- 
sequent loss of seniority status. The executives recognized that 
the official order of itself would not dispel the men’s feeling on 
this subject. They expected, however, that the order would 
make the practice of plant managers uniform and that repeated 
references to it in works council discussions gradually would give 
it an established standing which would restrain employees from 
making any serious effort to overthrow it. 


CoMMENTARY: The Malford Company was in a highly competitive 
industry, the manufacturing and marketing technique of which was 
developing rapidly. The company’s volume of business was increasing 
at the rate of approximately 25% per annum. Under those circum- 
stances the company’s executives wished to promote initiative within 
its organization; they wished to prevent the growth of an unprogressive 
attitude on the part of its employees; and they wished to be free to 
make changes in operating methods, Therefore, they declined the 
request advanced by some employees that seniority should be the pri- 
mary consideration in selecting men for advancement. 

In view of the scattered locations of the company’s operations, it 
had to transfer employees from one station to another in the process 
of its growth. The company had to be able to place employees at the 
conclusion of a temporary assignment in positions approximately equal 
to or better than the positions held by them prior to the temporary 
assignment. Endorsement of a departmental seniority rule would have 
rendered treatment of this kind difficult if not impossible. Therefore, 
in its recognition of seniority as a secondary factor in the selection 
of men for advancement, the company was obliged to calculate seniority 
with reference to service anywhere in the organization and not with 
reference to service at the employee’s present departmental location. 

The favor with which some of the company’s employees viewed the 
departmental seniority rule was doubtless the result in part of their 
limited knowledge of the company’s operations. Educational trips 
probably could have been arranged for groups of employees, who could 
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have visited all departments of the plant in which they were working, 
and thus have gained a better appreciation of the work of the com- 
pany’s organization. The employee conferences under the works coun- 
cil plan offered opportunity to the executives to convince some of the 
employees that the company organization as a whole had to be con- 
sidered when men were reassigned or promoted. 

The men in favor of a seniority rule did not contend that it was to 
govern promotions to the supervisory staff; they urged, however, that 
departmental seniority status should dictate tentative advancement to 
better paid and more exacting work not of a supervisory character. 
Under their recommendation, a man advanced because of seniority and 
then found incompetent would have to be demoted. A man who is 
demoted suffers a loss of self-esteem which reacts unfavorably upon 
his productive value. The Malford Company would have found it 
difficult to discharge such an individual if he had spent many years 
in its service. The difficulties of advancement according to seniority 
and its tendency to stifle initiative were overlooked by the employees 
who supported the rule. Under such a regulation, promising employees 
could not be reassigned from one task to another rapidly for purposes 
of developing them into junior executives. 

In advancement to more exacting positions regard must be paid to 
people’s apparent ability to perform those duties, and not to their skill 
upon their present tasks. The company’s instructions to its foremen 
who were to rate subordinates, emphasized basic personal qualities as 
contrasted with dexterity upon and knowledge of a specific operation. 
Even with rigid elimination of unfit men, seniority of service in one 
type of position cannot dictate ability to discharge other more exacting 
duties. The slowness of many supervisors to discharge incompetents 
is a complicating factor in any attempt to apply the seniority rule in 
making promotions. As a worker grows older, moreover, his ability 
may decline and he is likely also to become less adaptable to new work 
because of a long period of narrow specialization. 

No doubt the motives behind this request were difficult to deter- 
mine, and they differed as between the individuals who favored it. 
Some people may have favored the request purely on emotional 
grounds; they previously might have felt a reduction in self-esteem 
when persons with less experience than they in point of time outstripped 
them in winning advancement. The application of the seniority rule 
in imposing layoffs might have been supported by some long-service 
employees who wished thus to add security to their positions. A num- 
ber of employees may have wished to slow down the pace of the organ- 
ization. Some young employees, accustomed to give deference to older 
persons, may have endorsed the general seniority principle even though 
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they would have challenged it upon its preventing their personal 
advancement. It is impossible to judge the degree of momentum given 
to the seniority demand by employee representatives who were seeking 
personal prestige among their fellows. It may be assumed, however, 
that favor for the seniority rule was not superimposed upon the 
employees by their spokesmen, but that it was favored by many 
employees for reasons arising from their personal experience. 

Some reasons found elsewhere for employees’ advocacy of the 
seniority rule were not present here. Upon street railways and steam 
railroads and in newspaper publishing houses, the seniority rule gen- 
erally is in effect. Apart from the collectivist policy of the labor unions 
which are powerful in those industries, there are reasons for the 
employees to favor a seniority rule. Companies in those industries 
are not able to accord to all their workers uniform working conditions 
or an equal opportunity to work. Extra crews are needed to man 
equipment at times of peak demand. Those industries really sell service 
rather than wares, and their organizations vary in size from hour to 
hour. In addition to instability of employment, service upon the 
various shifts or runs which are scheduled during each 24-hour period 
varies greatly in attractiveness to employees. The seniority rule is 
advocated by employees in those industries because it is an easily 
administered method whereby they become entitled, first, to regular 
employment, and, second, to improvement in working hours and con- 
ditions as they continue to work in the industry. The rule eliminates 
the possibility of supervisory discrimination in these matters. Although 
some officials in those industries deplore the operation of the seniority 
rule in advancing incapable men at times, executives also recognize 
that the rule settles many vexing questions and disputes regarding the 
assignment of work. 

In case many employees of a company have practically the same 
duties and advancement can be granted to but few men in that group, as 
the case with platform men upon a street railway, the seniority rule 
works little hardship either upon the company or upon the public. The 
company, of course, has the right to reject any probationer before he 
is admitted to the status of a skilled operative. The seniority rule is 
more questionable, both from the standpoint of the employer and of 
the public, if, as in train service upon steam railroads, it governs pro- 
motion to positions of increased responsibility. 

The seniority rule works more harm when applied to promotions and 
reassignments than when applied to layoffs. The Malford Company 
gave more consideration to length of service in its layoff policy than in 
its promotion policy. Moreover, it rewarded length of service in ways 
which did not interfere with productive efficiency; it gave recognition to 
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length of service in calculating pensions, sickness relief payments, and 
vacations. 

As business organizations age and become institutionalized, the pres- 
sure for a seniority rule increases. This problem, therefore, may be 
expected to gain more prominence in this country in the future. The 
organization of the Malford Company had become old enough to cause 
the question of seniority to concern a relatively large percentage of its 
work force. 

The solution of the seniority issue may be dictated by operating 
conditions. Such matters as the fluctuation of work force from hour 
to hour, necessity for employing “extras,” unavoidable differences in 
attractiveness of working assignments, keenness of competition, amount 
of technical change occurring in the industry, and rate of growth of 
the business organization involved, will influence the positions respec- 
tively of employer and employee upon the seniority issue. 

In addition to the bearing of operating conditions upon the seniority 
issue, the judgments of persons immediately concerned in any adjust- 
ment of the question are conditioned by their age and outlook. Young 
men in both managerial and employee groups and most men in admin- 
istrative positions are individualists; they wish opportunity to test their 
capacities in a competitive struggle. Executives who, as representatives 
of stockholders, are seeking to improve and perpetuate business organ- 
izations, naturally resent the hobbling of competition for advancement 
among their subordinates. The administrator holds that the application 
of the seniority rule enervates an organization, makes it unprogressive, 
and reduces its productivity. 

On the other hand, the wage earners and foremen whose period of 
maximum energy and adaptability is past have quite a different view 
of the matter. Because of their immediate personal problems these 
men are prone to look favorably upon an employment regulation that 
will intrench them in their positions. 

These attitudes toward the seniority rule are maintained with tenacity 
because they arise from personal experience and outlook. “Differences 
of opinion” on the issue are the result of feeling rather than of reason. 
Any specific solution of the issue will antagonize some people con- 
cerned, who probably will seek to reverse it. Therefore, any solution 
of the seniority issue is unlikely to be a final one. 

The prevailing sentiment of the population also exercises an influence 
upon this question. In the United States that sentiment appears to 
have been in favor of free individual competition for advancement as 
the method whereby industry will be conducted in the main by the 
most capable people engaged in it. 


June, 1926 Tew; 


CALDWELL TELEPHONE ComMPANy! 
PUBLIC UTILITY 


PromMotioN—Marriage as Bar to Promotion. Of 100 Operators, 2 chief 
operators, and 12 supervisors employed in a telephone company’s ex- 
change, 4 operators, 1 chief operator, and 4 supervisors were married 
women. Promotions were based entirely upon efficiency. Employee 
representatives asked that the management demote the married super- 
visors and chief operator to the positions of operators, and in the future 
refuse to promote married women to such positions, It was asserted 
that married women, particularly those in supervisory positions, tended 
to remain longer in the employ of the company than did the unmarried 
employees, and that this tended to minimize the opportunities of opera- 
tors for promotion. The company convinced the employee representa- 
tives that it could not properly grant their request. 


(1924) 


Approximately 100 telephone operators were employed in the 
central exchange of the Caldwell Telephone Company in 1924. 
To supervise that force the company employed a chief operator, 
an evening chief operator, and 12 supervisors. All these em- 
ployees were women. It was the supervisors’ duty to direct the 
operators in handling traffic, to coach and instruct them, and to 
handle difficult and special calls. The chief operators were in 
charge over all the operators and supervisors. Several of the 
100 operators were known as senior operators and occupied a 
position intermediate between that of operator and supervisor. 
It was recognized that the chief operators and supervisors bore 
more responsibility than the operators, and accordingly they 
received more pay. The senior operators also were paid higher 
salaries than were the other operators. 

One of the chief operators, four of the supervisors, and four 
of the operators in the company’s central exchange were married. 
All these had been with the company for at least two years, and 
a few had been employed there for over fifteen years. At one 
of the joint conferences of representatives of the employees and 
the management, held under the plan of employee representation, 
the employee representatives asked that the company demote 
the married supervisors and the married chief operator to the 
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positions of operators and in the future refuse to promote married 
women to such positions. It had been their experience, the 
employee representatives said, that a majority of the operators 
who married while employed by the company left within a short 
time, but that the minority who did remain, as well as many of 
those who were married when entering the company’s employ, 
tended to remain longer than did the unmarried operators; this 
was held to be particularly true of married women in super- 
visory positions. The employee representatives stated that this 
stability of married supervisors tended to limit unduly the oppor- 
tunities of operators for promotion. 

The exchange provided continuous service throughout the 24 
hours of each day. Operators and supervisors worked in so- 
called tours or shifts, the number working at any one time being 
adjusted to meet the traffic requirements. The tours were 
rotated so that ordinarily during each period of 3 months each 
operator and supervisor worked in the daytime for 2 months 
and in the evening for 1 month. The tours usually lasted 8 
hours, although some of the less desirable evening tours lasted 
only 7 or 74 hours. For example, a typical day tour was from 
8 a.m. until 5 p.m., whereas an evening tour might be from 2 
p.m. until 10 p.m. Sometimes the operators worked “split” 
tours; such a tour, for example, might be from 9 a.m. until I p.m. 
and from 6 p.m. until 9 p.m. 

It was a policy of the Caldwell Telephone Company to base 
promotions entirely upon the efficient performance of duties, 
without reference to such factors as whether or not the employees 
were married. If the company discriminated against married 
women for the reason that their husbands were able to support 
them, by the same logic, the executives asserted, it should dis- 
criminate against girls under 21 who were legally dependent for 
support upon their parents. 

The fairness to all concerned of the company’s policy of pro- 
motion was discussed with the employee representatives in detail. 
It was also brought out that there were relatively numerous 
opportunities for advancement of operators. When a vacancy 
occurred in the position of chief operator or in other supervisory 
positions, those places were potential avenues of advancement for 
all operators. 


On the basis of the facts, the management of the Caldwell 
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Telephone Company convinced the employees that it could not 
properly accede to their request that married supervisors and 
chief operators be demoted to the position of operators and that 
in the future supervisory positions no longer be awarded to mar- 
ried women. 


ComMMENTARY: The discrimination asked for by the employee repre- 
sentatives in this case rested upon the taking of a purely personal point 
of view by a majority of a working group, and a misconception of the 
fairness of the company’s policy regarding the point raised. The request 
for the discrimination disregarded the interests of certain co-workers 
and the granting of it would have been harmful to the organization’s 
morale. 

The policy of advancing operatives on merit has been termed one of 
the foundations of American industry’s productivity?. The case is 
significant for the above-mentioned reasons and as illustrating the effec- 
tiveness of correcting misunderstandings by the presentation and frank 
discussion of the facts. 


December, 1926 IEMIOLS, 
* Austin and Lloyd, The Secret of High Wages, London, 1926, pp. 20-23. 





Ti0oGA STEEL CORPORATION! 
MANUFACTURER—STEEL PRODUCTS 


PromoTion—Plan Governed by Different Departmental Time Schedules. 
Because of the different time schedules of its several departments, a 
company manufacturing steel products had experienced difficulty in 
transferring reliable cranemen to positions of greater responsibility. 
Cranemen objected to being reassigned from a department working 10 
hours or 12 hours a day to one operating 8 hours or 9 hours a day, 
since their hourly wages remained the same and they suffered a loss in 
daily earnings as a consequence. The company sought a policy to 
render transfer of cranemen to more exacting positions attractive, yet 
it could not discriminate between individuals and it did not wish to 
increase cranemen’s hourly wages substantially. 


(1920) 


The Tioga Steel Corporation had experienced difficulty in trans- 
ferring reliable cranemen to positions demanding increased skill. 
This difficulty arose on account of the varying lengths of the 
workday in the several departments of the company’s plant. 
Cranemen objected to being advanced from a department work- 
ing 10 hours or 12 hours a day to one operating 8 hours a day, 
since they suffered a loss in daily wages as a consequence. The 
company wished to establish some policy with regard to this 
matter, since it desired to advance cranemen with meritorious 
records to positions of greater responsibility, rather than to 
hire for those positions cranemen whom it had not employed 
previously. 

The Tioga Steel Corporation, located in the Pittsburgh dis- 
trict of Pennsylvania, was a large producer of fine steel products 
in finished form. It operated an open-hearth department, rolling 
mills, an iron foundry, and machine shops. 

The company purchased pig iron, which was made into steel 
in the open-hearth department; it rolled the steel ingots, cast 
in the open-hearth department, into semifinished form in the 
rolling mills, and finished the steel according to detailed contract 
specifications in the machine shop. Some of its products were 


mounted in cast-iron frames; hence there was need for an iron 
foundry. 
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In 1920 the open-hearth department ran on two 12-hour shifts, 
the rolling mills on three 8-hour shifts, the foundry on one shift 
of approximately ro hours, and the machine shop on one shift 
of 9 hours a day. These working schedules were prevalent at that 
time in departments doing analogous work elsewhere. In all 
these departments cranemen were employed. 

Cranemen’s wages ranged between 50 cents and 55 cents an 
hour; their duties were as follows: Cranemen in the open-hearth 
department operated several types of cranes, used around the 
furnaces for handling ladles, slag, and raw materials. The capac- 
ity of the cranes varied from 5 to 100 tons. A majority were 
electrically driven. The large cranes were used over the pit at 
the back of the furnaces to handle ladles of molten metal tapped 
from the furnaces. These ladles were carried over ingot molds 
and the molten metal was “teemed” or drained into the small 
openings of the molds beneath. The cranes in this department 
also removed slag residue, placed molds preparatory to casting, 
and loaded cast ingots on small railroad cars. 

The skill and experience required in this work varied on ac- 
count of the different types and sizes of cranes in use and the 
work they performed. Some of the work was done under condi- 
tions of extreme heat. The hazards of the occupation, formerly 
great, had been reduced by safety devices and protectors against 
heat and electrocution. Much of this work was performed by 
young men about 20 years of age. Their quickness of mind and 
body fitted them to operate the cranes successfully. Some of the 
cranemen were able to repair their cranes; they were paid several 
cents more per hour than the ordinary cranemen. 

In the rolling mills cranes were used chiefly to handle rolls 
and to transport the finished product to the storage yard. A 
pair of locomotive cranes assisted the overhead cranes in this 
department. The cranes were electrically driven and of small 
capacity. 

The operation of these smaller cranes did not require a high 
degree of skill or long experience. The cranes could be operated 
by young men after a few days’ training; cranes were not used 
continuously in this department. Cranemen were required to be 
in their cabs, however, during their shift. The principal hazards 
were electric burns or shocks and the risk of becoming caught 
in crane gears. 
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The cranes in the foundry aided in teeming iron into large 
molds used for forming heavy castings. They were used also to 
remove large castings from the molding sand and to transport 
them to railroad cars. The molders left the foundry after pour- 
ing was completed, but the laborers and cranemen remained to 
clean up and to remove castings from the molding sand. The 
cranemen’s work here was intermittent, also. 

The cranemen in the large machine shop placed heavy castings 
and forgings in the machines and removed the finished pieces 
after the machining operations were completed. This work was 
exacting; cranemen had to be accurate in high degree and quick 
in manipulating the crane controls. On this task a careless or 
unskillful craneman would cause costly damage to equipment 
and finished stock. The value of a craneman increased as he 
gained practice with his crane. 

It was necessary to have reliable cranemen available to fill 
vacancies in the more responsible positions, particularly in the 
open-hearth and machine-shop departments. The company had 
followed the practice of filling such vacancies by transferring men 
from the less exacting positions. No difficulties had attended the 
transfer of men from a department working 8 hours to a depart- 
ment working longer hours, or from a 10-hour department to a 
12-hour department. Objections were raised, however, by men 
who were asked to transfer from a department working on 12- 
hour shifts to a department working ro hours daily. 

Two specific cases arose in 1920 that illustrated the difficulty 
mentioned. A craneman who had been earning $5 a day in the 
foundry, or 50 cents an hour, was transferred to the rolling mill. 
In his new position he earned $4, since his hourly rate was not 
changed. He left the employ of the company for another posi- 
tion paying him $4.50 for a nine-hour day. A second craneman, 
having an excellent record, was asked to transfer from the open- 
hearth department, where he was earning $6.60 a day, or 55 
cents an hour, to the machine shop, where he had a prospect of 
earning $4.95 a day. He informed the shop superintendent that 
he could obtain work with another steel company in its open- 
hearth department, where he could earn his old wage of $6.60 
a working day of 12 hours. He was willing to stay with the Tioga 
Steel Corporation if he was not transferred from the open-hearth 
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department. He was allowed to stay in that department, even 
though the company wanted to have his services in the machine 
shop. 

The manager wished to establish some policy that would render 
advancement of cranemen to exacting positions attractive, yet 
which would be fair to cranemen already in those positions and 
which would not be unduly expensive to the company. 


CoMMENTARY: Obviously, reassignments having the effect of pro- 
motions should not be regarded as hardships by the workmen concerned. 
In this case, on account of the different departmental time schedules 
some reassignments of cranemen resulted in a reduction of daily earn- 
ings, and were not acceptable to the transferred men. 

Of the earnings on the several positions, those in the machine shop 
would cause the most diffi¢ulty in arranging promotions. This rate for 
cranemen in the machine shop might well have been advanced five or 
more cents a day. The increased earnings would have had an incentive 
value that probably would have justified the slight increase in labor cost. 

Under the facts outlined in the case, a man transferred to the machine 
shop from the open-hearth department would have received $1.65 less 
a day as a result; a man transferred to the machine shop from the 
foundry would have received approximately the same wages after the 
transfer as before it, yet the position in the machine shop was more 
exacting. The reduction in hours is not to be overlooked, nor, however, 
is the fact that some employees are more concerned with daily earnings 
than with daily work schedules. Therefore, whenever cranemen of 
approximately equal ability were available for transfer it would have 
been worth while to learn of their desires as regards daily working 
hours. For example, a shift from the open-hearth department, oper- 
ating 12 hours daily, to the machine shop, operating 9 hours, might 
have been desirable to one man, in view of the shorter working day, 
but might have been unacceptable to another on account of the reduc- 
tion of daily wages imposed, since his hourly rate was not changed 
by transfer. 

So far as possible, men should have been transferred from the foundry 
to fill openings in the open-hearth department; so far as possible, men 
should have been transferred from the rolling mill to fill openings in 
the machine shop. Little difficulty would have been involved in trans- 
ferring men from the rolling mill to the foundry. Shifts to more re- 
sponsible work under this arrangement would not have imposed wage 
reductions nor have caused pronounced changes in the number of hours 
worked daily. This suggestion for making the needed changes in the 
system of transfer is illustrated in the following diagram: 
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Short-Shift Departments Long-Shift Departments 
More Machine Shop Open Hearth 
Responsible 
Positions 9 hours at 12 hours at 
55 cents, $4.95 55 cents, $6.60 
Less Rolling Mill Foundry 
Responsible 
Positions 8 hours at to hours at 
50 cents, $4 50 cents, $5 
Hired from Outside  — Hired from Outside 





According to this plan, the living arrangements of the employees 
involved would not have had to be modified greatly. 


October, 1926 J..WaR; 


Grey & Brown MAcHINE Works! 
MANUFACTURER—MACHINERY 


CurRTAILMENT oF Work Force—Layoff Preferred to Overmanning and 
Division of Work. A manufacturing department’s request that its mem- 
bers be divided into squads which alternately would be idle one week, as 
a method preferable to layoff to accomplish a reduction of producing 
capacity, was declined by the manager because the work in the depart- 
ment was unstandardized, and he wished to center responsibility for 
each job upon the individual to whom it originally was assigned. 


(1920-1921) 


After the company had announced a contemplated reduction 
of its force by layoff and discharge, it departed from that rule 
in one department by allotting the available work there among 
all the employees on the pay roll of the department. Repre- 
sentatives from a second department, doing unstandardized work, 
asked that the same scheme of short time for all hands be applied 
to it also. 

The company manufactured machines in a city of 150,000 
inhabitants which was a metal-working center. The machinery 
made by the company was not of a complicated character. Repu- 
diations of orders and failure to secure new business caused the 
company in the fall of 1920 to reduce the operations of its plant 
to four days a week. As the orders on the company’s books 
declined during the following month, the managers decided to 
curtail the work force, even though the plant continued to operate 
but four days a week. 

The superintendent announced to the works council the con- 
templated reduction in the working force and stated the reasons 
for that step. He stated that “employees shall be retained on the 
active pay roll in the order of their relative efficiency and their 
value to the company. Between employees of the same grade, 
length of service and domestic responsibility shall determine the 
men to be laid off or discharged.” 

This general principle was not followed, however, in Depart- 
ment C, which was made up of about 100 skilled employees. A 
large number of the men in that department had had more than 
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five years of service with the company. In view of that fact, 
and also because of the importance of Department C to the 
success of the company, the company decided to “spread the 
work around” in that department. In Department C, therefore, 
it was ordered that one-quarter of the men were to remain idle 
each week and that the rest of the men would work the four 
days that the factory was running. The force in that depart- 
ment was divided into four groups by the foreman, and these 
groups alternated in taking a week of idleness. Much of the 
work done by that department had been standardized. 

When this arrangement became known throughout the works, 
a delegation from the toolroom called on the superintendent, 
requesting that, in the toolroom, layoff of workers according to 
the posted bulletin be discontinued. The delegation asked that 
work in the toolroom be divided among all the employees and 
referred to the arrangement that had been made in Department 
C. Most of the men in the toolroom were highly skilled machin- 
ists. The toolroom force also included a number of apprentices. 
The workmen in the toolroom made and repaired dies and 
attachments for machinery in the plant. They also made models 
of new products before these were turned over to the factory for 
manufacture in quantities. In the toolroom it had been custom- 
ary to assign work to individuals who then were held responsible 
for the completion of their assignments. 

Under the plan proposed by the toolroom delegation, it no 
longer would have been possible to center responsibility for a 
given job upon one man. The superintendent declined the request 
of the toolroom delegation because work there was creative in 
nature and not standardized. He thought it undesirable that one 
man should finish the work of another. 


CoMMENTARY: The decision in this case seems to have paid undue 
attention to immediate cost and insufficient attention to labor goodwill. 

It may be assumed that the unsatisfactory workers employed prior 
to this time on account of the labor shortage of 1919-1920 were to be 
released by the company when its orders declined. The company then 
could have distributed work in the toolroom among the employees who 
still remained. This could have been done without dividing responsi- 
bility for specific jobs. To be sure, the effort would have necessitated 
some additional administrative labor, but it would have had a favor- 
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able influence upon employee goodwill. The foreman in that depart- 
ment, under such a plan, would have assigned jobs so that workers 
each month would have had approximately equal employment. 

In view of the existing situation, it is unlikely that under the equal 
allotment of work scheme there would have been noticeable slackening 
of effort by individuals so as to prolong jobs in hand. Certainly, such 
efforts would have jeopardized the employment of any workers who 
tried them. The endeavor to divide available work among employees 
in an overmanned department during a period of business depression 
should be explained to the entire force in that department. The spirit 
of fairness then can be depended upon to prevent the abuse of the plan 
and to promote its success. 


January, 1927 J. W. R. 


FELTON CoMPpaANy?! 
MANUFACTURER—MACHINERY 


Output Controt—Curtailment of Work Force in Adjusting Rate of Out- 
put to Business Inactivity. When a period of decreasing demand for 
its output of large installation machinery seemed imminent, a manu- 
facturing company considered the following policies for adjusting its 
work force to declines in the rate of output: (1) manufacturing for 
stock with the full number of employees; (2) limiting production to fill 
expected orders, with curtailed work force; (3) operating two or three 
days each week; (4) decreasing wages as sales and profits fell off; 
(5) stressing sales at low prices during depressions; (6) adding other 
lines of product for sale during depressions. The decision was to reduce 
the force according to needs for prospective sales. 


(1923-1924) 


In the depression of 1921, the Felton Company gradually had 
discharged men until the production department numbered about 
60 workers. In the latter part of 1923, a force of 400 men was 
maintained, although in the opinion of the production manager, 
the current outlook for sales did not justify the maintenance of 
a force of more than 150 men. He considered various methods 
of adjusting his manufacturing program to decreases in demand. 
His chief concern was the policy to be followed in curtailing the 
work force. 

Located in a large New England town, the Felton Company 
manufactured medium-weight and heavy machine tools. Rail- 
roads purchased from 85% to 90% of the company’s output; 
industrial plants constituted the market for the remainder. 

The Felton Company was owned by an organization which 
distributed the products of approximately 100 American manu- 
facturers, among whose products were machines complementary 
to those manufactured by the Felton Company. The company’s 
plant represented an investment of about $3,000,000. Annual 
sales averaged 115 machines, having a total sales value of $2,500,- 
ooo. Usually, three machines per month cost $15,000 each to 
manufacture, and each sold for about $24,000. The remainder 
of the production comprised machines which cost from $5,000 
to $1 5,000 to build, and sold at an average of $22,000 each. 
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Material represented about 25% and labor about 50% of total 
finished production costs. By reason of its high credit standing, 
the company could produce for stock for a relatively long time 
without making any sales. Sales were not subject to seasonal 
variation; they did, however, fluctuate as the result of changes 
in general business conditions. The company was among the 
first to be influenced by business depression, and one of the last 
to recover. 

In marketing the less expensive machines, the Felton Company 
had to meet keen competition. There was much less competition 
in selling its higher-priced products. Only two other American 
companies, one in Ohio and one in Pennsylvania, manufactured 
competing high-priced machinery. Those companies, however, 
were nearer the plants of users of the products. 

Eighty-five per cent of the men employed in the production 
department were expert machinists, while the remaining 15% 
were apprentices and helpers. Average wages of the company’s 
employees were slightly higher than those paid by other manu- 
facturers in the same town. In times of prosperity, however, the 
other manufacturers bid competitively to secure workmen. A 
high grade of workmanship was required in the Felton Company’s 
plant. Many workers, though they claimed to be machinists, 
were found to be unsatisfactory because they were unable to do 
precision work. 

The men engaged in supervisory work were paid salaries, but 
the machinists received a standard daily wage and a bonus esti- 
mated on a time basis. Time studies were made to determine 
how many hours should be consumed in the completion of tasks. 
If an employee finished a task in less than the allowed time, the 
company divided evenly with him the value of the time saved. 
Except as a last resort, the company never reduced the wages 
of its employees. About 200 of the men normally employed in 
the production department owned their homes in the town. Ap- 
proximately two-fifths of the normal working force could be 
classed as transients. Not far distant was a medium-sized city 
containing many machinery factories. 

The production manager of the Felton Company considered 
six general solutions of the labor employment problem which 
arose in times of business inactivity such as that beginning late 
in 1923. These were: to manufacture for stock with the full 
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number of employees; to limit production in conformance to 
expected sales, operating the curtailed force the normal number 
of hours weekly; to operate the production department for only 
two or three days in each week, thus giving part-time employ- 
ment to a larger proportion of the normal labor force; to decrease 
wages as sales and profits diminished; to encourage the railroads 
to increase their purchases in times of depression when prices 
were lowest; to manufacture other machine products which might 
be sold during the times when sales of the standard product had 
declined. 

Ninety per cent of the machines produced by the company 
were built to its own standard specifications, and the remaining © 
10% were constructed according to the customer’s demands. 
Formerly the designs of its machines produced for railroad shops 
had changed slowly, but in the 10 years prior to 1923 there had 
been a number of changes in design. There was a possibility, 
therefore, that machines produced for stock by the Felton Com- 
pany during periods of business inactivity might become obsolete 
before business revived. On the other hand, the manufacturer 
who could deliver quickly had an advantage in securing orders 
for machines from the railroad companies. Those orders ordi- 
narily were not placed until appropriations had been granted by 
the railroad officials. Usually an appreciable length of time 
elapsed between the request for an appropriation and its confir- 
mation. When appropriations were granted, therefore, the rail- 
road shop executives desired the equipment delivered promptly. 

If it adopted the second plan and limited production to prob- 
able sales and discharged machinists as soon as their services were 
no longer needed, the company could reduce expenses during such 
periods to a minimum. Such a policy, however, would create ill 
will on the part of the employees of the production department, 
particularly among those men who had homes and families in the 
town. Furthermore, the company’s experience had been that the 
lower efficiency of new men and the cost of training them made 
it almost as expensive to rebuild a production staff as to employ 
the staff during periods of depression. 

The company could cut its costs materially, however, by reduc- 
ing its working hours and operating the plant only during two or 
three days of each week. If this policy were followed, overhead 
costs per unit of product could not be reduced as much as under 
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the second plan. In turning out a given volume of production in 
a stated period, it would be more expensive to operate a large 
force irregularly than a small force steadily. 

The manager considered but did not favor ordering a reduction 
in wages and then manufacturing to stock. From its experience 
in the few instances in which this had been done, the company 
had learned that the policy created almost as much ill will on the 
part of the workers as a drastic discharge policy. Under such 
wage reductions many workers had quit the company’s employ 
to seek employment elsewhere. 

The sales department might be able to induce railroads to 
increase their purchases during the times of depression, because 
lowest prices then were quoted. At such times, however, all but 
the strongest railroads usually wished to use their revenues to 
meet operating expenses and fixed charges. The average length 
of life of the two machines which constituted the major portion 
of the total production of the company was estimated to be 15 
years and 25 years, respectively. A railroad shop could continue 
to use these machines beyond their normal period of usefulness; 
this was the customary procedure when prosperity was declining. 
Furthermore, since the railroads’ purchases usually were made by 
specific appropriations, early success in influencing railroad pur- 
chasing departments to increase their orders during periods of 
depression seemed unlikely. 

Although the sales of the Felton Company fluctuated with 
general business conditions, the sales of some other machine and 
tool industries did not. If the company were to attempt to 
diversify its line to prevent sharp fluctuations in total business 
volume, the company would have to purchase new machinery, 
develop new designs, train shop employees in new processes, and 
train its sales organization to distribute the supplementary 
products. 

In order to reduce expenses to a minimum and at the same time 
show a consideration for the workers during periods of inactivity, 
the production manager late in 1923 decided upon the following 
plan to be made operative if a period of business depression 
should set in. The personnel of the production department was 
to be reduced by two-fifths after three months. The men to be 
discharged at that time were members of the transient group. 
The remaining work force was to be reduced by one-third at the 
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end of six months after the beginning of a pronounced period of 
business inactivity. Thereafter, the company was to continue 
reducing the number of employees if the business depression 
deepened. Seniority in service was to govern retention of em- 
ployees at this time. In this way, the Felton Company would 
continue to employ the best workers in a period of depression; | 
it would minimize the labor cost element per unit of product, 
yet it would not summarily dismiss a majority of its long-service 
employees. The production manager planned to operate the 
reduced force as regularly as possible; that is, he planned to afford 
employees on the pay roll, whatever their number, a normal work- 
ing week at all times. 


CoMMENTARY: The problems of expanding and curtailing the work 
force of this company were similar to those outlined in the case of 
another company which also manufactured capital equipment.? The 
Felton Company could manufacture to stock because of its standardized 
and durable product,’ the product’s small obsolescence risk, the stabil- 
ized wage situation,t and the company’s strong financial position. 

The chief question was that of deciding upon the scale of operations. 
The major factors involved were the prospective sales, the cost and 
risks of carrying finished machines, the losses incident to labor turnover, 
and the probable changes in the prices of raw material and of labor. 

From the figures presented in the case, one may estimate the cost of 
assumed manufacturing programs during the years 1924, 1925, 1926. 
The cost of the typical machine made may be taken to have been 
$15,000. On this basis the company’s normal annual wage bill was 
approximately $860,000. This figure, divided by $1,800, the assumed 
annual earnings of an employee, yields 470 men as the work force which 
could produce 115 machines yearly. The company may be assumed 
to have reached a stabilized condition. Three hundred machines, there- 
fore, is a conservative estimate of the sales to be made in the 3-year 
period under consideration. 

The first budget which follows is constructed with a view to an 
improving sales situation during the period. The budget provides for 
production geared closely to sales. The second budget relates to the 
same sales situation but plans for a uniform rate of production. 

Under the assumptions made, these calculations do not indicate that 





* Compare Peters Company, page 74. 


fe For policies adopted by a company making special orders only, compare Mande- 
ville Shoe Company, 1 H.B.R. 150; commentary, 2 H.B.R. 42s. 


* Compare Dunker Motors Company, 1 H.B.R. 147; commentary, 2 H.B.R. 424. 
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BUDGET 1 
Machines Wacrs Cost of Total 
Year Made and Number of Training Labor 
Sold Workmen Habe nenved New Men New Men Expense 
en 

1924 60 240 OWRD oven Wh ve eae. lip se tere $ 432,000 
1925 100 400 432,000 ; $48,000* 768,000 
288,000 48,000 1,056,000 







1926 I40 560 720,000 






Overhead 




















Year Total Labor Expenset Materialst Total Cost 
1924 $ 432,000 $400,000 $225,000 $1,057,000 
1925 768,000 420,000 375,000 I,563,000 
1926 1,056,000 440,000 525,000 2,021,000 





$4,641,000 
*Hiring and training cost is estimated here to have been $300 per man. 


fOverhead expense, when normal output was produced, made up 25% of total cost. If total cost had 
been $1,725,000 (115 X $15,000) overhead expense would have been $431,000. On account of the large 
investment in plant, most of the Felton Company’s overhead expense was fixed. The variation shown in 
the budgets is to reflect this condition. 


{The cost of raw materials per machine is assumed to have been $3,750. 
production a year or more ahead of anticipated sales would be advan- 
tageous from a cost standpoint. Such a policy, however, would afford 
the Felton employees, other than transients, reasonably steady employ- 
ment, an obligation of the progressive employer. 

Although $300 may be a satisfactory estimate of the cost to the 
Felton Company of obtaining a skilled worker, that figure does not 
include a per capita share of the costs involved in reorganizing its work 
force. The reorganizations involved in the Felton Company’s produc- 
tion policy would add such costs—the costs of establishing intelligent 
and efficient working relationships between many individuals—to the 
training costs of a technical nature, which are incurred in any event 
when an employee is hired by a company making a special product by 
distinctive methods. Budget 1, therefore, does not attempt to present 
the total cost of labor turnover under the plan of producing practically 
upon order rather than for stock. 

The wage cost under Budget 2 is probably excessive. If the produc- 


BUDGET 2 











aS 






Carrying 
Charges | Total Cost 
Unsold 


Year | Machines | Machines |Number of} Wages Overhead | Material 
M . 
Machinest 


ade Sold Workmen Paid Expense 














1924 I0o 60 400 $720,000 | $420,000 | $375,000 | ...... $1,515,000 
1925 100 100 400* 720,000* | 420,000 375,000 1,551,360 
1926 I0o 140 400* 720,000* | 420,000 375,000 1,551,360 

$4,617,720 








*These figures probably are excessive. 
Six per cent per annum of the cost of machines in stock. 
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tion program were stabilized, we could assume that fewer workmen 
would be needed in 1925 to produce the same number of machines 
turned out in 1924. This result would be brought about by improved 
methods, more positive supervision, and increased labor efficiency. 

The company’s wage plan did not hold forth a strong incentive for 
increased output. Even had it done so, the conditions of irregular 
production would have induced workmen ‘to retard their efforts so as 
to prolong the work in hand. It is evident that the work of the pro- 
duction executives in this company was difficult. 

The unqualified statement that prospects for the sale of the com- 
pany’s products justified a force of only 150 men probably referred to 
the immediate outlook. The manager looked further ahead in deciding 
upon his manufacturing program. 

The work force was predominantly a skilled group. Skilled workers 
do not move quickly from one labor market to another even though 
the differential between the markets is considerable. A second long 
layoff within four years would have caused the Felton Company’s 
skilled employees to look about for other employment opportunities. 
Those who found and accepted such opportunities would have been 
lost permanently to this company. It would have had difficulty in 
finding other workers to replace them. 

In the absence of further information, the three months’ postpone- 
ment of the release of the transient workers in this plant does not 
appear a justifiable step. Less delay in the matter would have bene- 
fited the workers with long service records. 

The situation existing in late 1923 was unlikely to be remedied by 
any attempt to diversify products. The business was technical in 
nature and, presumably, new products also would have been technical 
in character. Ordinarily, the development of such products and their 
sale upon a favorable competitive basis is a task lasting several years. 

This effort to diversify products should have been given careful con- 
sideration by the Felton Company in its endeavor to regularize employ- 
ment in its plant. Perhaps of more promise would have been the devel- 
opment of new designs in anticipation of a depression. By introducing 
these designs in a period of dull business the company could have stimu- 
lated demand for its products. Finally, the Felton executives should 
have attempted to have the holding company transfer to their plant 
the manufacture of some other machinery which the holding company 
distributed and which was sold more readily than Felton machines 
during depression periods. Any transfer of this kind, if economical 
and practicable from the standpoint of the general organization, would 
improve producing and employment conditions at the Felton works. 


July, 1926 J. W.R. 


AusTIN Company! 
MANUFACTURER 


Demotion—Results of—Demoralization of Individuals Affected. Because of 
curtailment of its force in a business depression, the company demoted 
a foreman and two “leading hands,” whom it wished to retain as em- 
ployees, to their former positions as members of the rank and file. 
After demotion, these men became insubordinate and overindulgent in 
intoxicants. These cases caused the company to question whether it 
could demote supervisors in an effort to retain them during a business 
depression. 

(1920) 

Lack of orders in the summer of 1920 caused the Austin Com- 
pany to curtail its work force. The company demoted a foreman 
and two “leading hands” to their former positions as ordinary 
workmen. After demotion these men became insubordinate; they 
also overindulged in intoxicants. Their behavior caused the com- 
pany to question whether it could demote officials in an effort to 
retain them in a period of business depression. 

Hamel, the foreman in this case, had been hired in 1916. Soon 
after his employment he had attracted the favorable attention 
of his foreman and superintendent. After some months he was 
promoted to the position of leading hand, and in the summer of 
1919 he was advanced to a foremanship. His service as a me- 
chanic, leading hand, and foreman had been satisfactory. 

When the company had to curtail its force in the summer of 
1920 as a consequence of the falling off in the volume of its 
business, the executives wished to retain as many members of 
the supervisory organization as possible. It happened that the 
department which then was in the charge of Hamel was discon- 
tinued, and Hamel no longer had an organization to supervise. 
In August, 1920, the superintendent reassigned him to the de- 
partment from which he had been promoted. He was given a 
mechanic’s rating. 

Toward the end of the summer, the labor manager learned 
that there was friction in that department. Hamel frequently 
had arguments with the foreman, whose name was West. Hamel’s 





1 Fictitious name. 
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attendance had become irregular; he had assumed liberties which 
were not permitted to other workmen, and he had reported for 
work in a mildly intoxicated condition on several occasions. 

In October, West complained of Hamel and said that Hamel 
was demoralizing the department. This complaint was made to 
the superintendent, who requested the labor manager to have 
a conference with West and Hamel severally and endeavor to 
adjust the difficulty. In the conference with Hamel, the labor 
manager was told by Hamel that West was giving him a “raw 
deal.” Hamel was able to make only one specific charge: on one 
occasion when West sent him to do some work in another part 
of the plant, West sent another man after Hamel to find out 
whether Hamel was attending to his task. This, Hamel said, 
was proof of the foreman’s determination to victimize him. 

The labor manager could not agree with Hamel’s views and 
advised him to forget about his demotion, which probably was a 
temporary matter, and to “get down to business.” The labor man- 
ager then had a conference with West and asked West to use 
more tact in dealing with Hamel in view of Hamel’s demotion. 
Two weeks after these interviews, Hamel appeared for work in 
an intoxicated condition. When West assigned a job to him, 
Hamel, in the presence of the whole shop, told West to “go to 
hell,” and threatened West with violence. West then discharged 
Hamel. 

In January, 1921, the superintendent informed the employ- 
ment manager that there was more trouble in West’s department. 
Two men, who formerly had been leading hands and then had 
been reduced to the ranks as a result of the business depression, 
were having constant arguments and disputes with West. Several 
times one of them had reported for work in an intoxicated con- 
dition. The superintendent recognized that the policy of demot- 
ing men from positions of authority in order to retain them at 


reduced wages during a business depression had not been success- 
ful. 


CoMMENTARY: This case of demotion is to be distinguished from 
those demotions in which questions of incompetency, discipline, or 
superannuation have arisen. The company wished to retain several 
under-executives during a period of depression and demoted them to 
the ranks. In so doing, it subjected them to a difficult ordeal. 


AUSTIN COMPANY a3 


The opportunity to rise in the estimate of one’s fellows is a power- 
ful incentive, whereas an actual reduction in status is a blow to self- 
esteem that few can withstand. The use of intoxicants by Hamel and 
the one leading hand probably was nothing more than an effort on 
their part to forget their demotions—an effort to get away temporarily 
from wounded self-respect. Demotion is almost sure to demoralize an 
ambitious man with temper who is asked to continue in the same sec- 
tion of an organization. 

Demotions that have been made successfully have been accomplished 
by transferring the individuals to other sections of the organization, 
preferably to other localities, and by temporary assignments to work 
which had no established relation to the former supervisory position. 
A demotion accompanied by transfer to another section of the organi- 
zation is bearable because associates there are thought to be ignorant 
of the circumstances. Personal pride can be retained. 

An assignment to special work is necessary when the individual must 
continue to work in the same plant. It may be possible to ask a 
mechanic such as Hamel to engage in special technical research, to 
spend time in staff departments for his own improvement, or to become 
a member of a group of junior executives who are transferred from one 
department to another, ostensibly for the purpose of learning the tech- 
nical operations in various parts of the works. In any of these cases 
the transition is not recognizable as demotion, even though a downward 
salary revision may be imposed. These special arrangements really 
serve to maintain self-respect because they indicate that the company 
estimates highly the individual worth of the persons transferred. 

The Austin Company, at the time of reorganizing its force in the 
summer of 1920, should have decided upon the under-executives whom 
it wished to retain permanently. It then should have recognized that 
it could not demote those individuals openly, but would have to count 
on paying the cost of temporary arrangements that would maintain 
their self-respect. 


February, 1926 JoW.aeRe 


PETERS Company! 
MANUFACTURER—STREET CARS 


Hirinc—Preventing Reemployment of Unsatisfactory Workers. A com- 
pany, whose business was subject to cyclical fluctuation, rehired many 
former employees whenever it expanded its work force. Two men re- 
hired at such a time denounced the foremen under whom they had 
worked previously in other parts of the plant. The company wished 
to prevent similar occurrences thereafter, because of their effect upon 
morale. 


(1921) 


In February, 1921, the plant manager of the Peters Company 
sent a note to the employment bureau which read as follows: 

Two cases have come to my attention of men rehired by this com- 
pany into departments other than the ones in which they were employed 
previously. In itself this is not a matter for criticism, and may be the 
proper thing to do. In the two cases in point, however, the men on a 
number of occasions made slighting remarks to their fellows about the 
foremen that they used to work for. Talk of this kind in our plant 
is highly undesirable. It has a bad effect upon the leadership and 
discipline that the foremen are expected to maintain. Conduct on the 
part of rehired people such as that displayed by the men in the two 
cases mentioned will stir up dissatisfaction with superiors and will align 
foreman against foreman. Will you take such steps as may be neces- 
sary to prevent similar conduct in the future? 


The Peters Company was located in a large eastern city of 
diversified industries. The company manufactured cars for elec- 
tric railways, and when operating normally it employed 1,200 
men. The company’s business was a fluctuating one, necessitating 
layoffs and discharges at one time and requiring increases in the 
work force at another time. There were several reasons for the 
fluctuations in the company’s business. 

It was uneconomical to manufacture cars to stock, a major 
objection being the cost of keeping fabricated street cars on 
hand. More important, however, were the varying types and 
styles of cars that customers demanded. Operating conditions 
necessitated special construction of trucks and motors at times. 
Roadbed, curves, grades, and power potential were given care- 
ful consideration in drawing up specifications for cars. The type 


1 Fictitious name. 
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of passengers hauled, the seating capacity of the cars, and the 
climate in which the cars were used had a bearing upon the 
car-frame and body design. Municipal ordinances specified cer- 
tain requirements. Some purchasers wished new cars to match 
those already in use on their systems; other purchasers had 
prepared their own designs and specifications and wished cars 
built according to their plans. In the hope that it could re- 
duce the number of patterns of cars that it was being required 
to manufacture, the Peters Company in 1915 constructed a half- 
dozen sample cars designed for various types of service and oper- 
ating conditions. In the two years immediately following, not one 
of the samples was duplicated, and then the company modified 
them in order to sell them. 

Orders for electric-railway equipment followed the general 
trend of business prosperity. Exceptional cases occurred when a 
financial reorganization afforded additional working capital to a 
company and enabled it to buy cars during a period of business 
depression. The demand of car riders was for transportation to 
and from work, shopping centers, and places of amusement. 
Business depression resulted in a sharp reduction of traffic hauled 
by a street railway, and, since it was a business having a high 
ratio of fixed charges, a street railway’s working capital in such 
a period was required for operating costs and fixed charges; 
funds were not available then for purchase of rolling stock. 

The Peters Company had endeavored to secure orders in 
“slack” periods by aiding in the financing of car purchases. For 
example, it had taken the commercial paper of purchasers, en- 
dorsed the paper, retained a lien on the cars, and then marketed 
the paper to investors. That method of obtaining business, how- 
ever, had serious costs and risks, and the Peters Company did not 
favor it. 

Plants manufacturing street cars found it difficult to engage 
in side lines that would keep their employees occupied when 
orders were not on hand. Those companies employed wood- 
workers, metal workers, upholsterers, electrical workers, molders, 
and a number of other craftsmen. Contracts for jobbing work 
tied up the company’s productive equipment in the production 
of side lines; the company then was not free to engage in its 
regular business to the limit of its capacity when orders again 
were received. Orders to street-car manufacturers often specified 
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a completion date. Side lines were not remunerative; in that 
business the company made products unfamiliar to it and sold 
them in competition with specialty manufacturers. 

The company’s foundry had been put upon jobbing work during 
periods of depression prior to 1920. In the rest of the plant, 
however, the situation was otherwise; men were released when 
orders could not be obtained, and men were hired when business 
was secured. In 1916 the company had established an employ- 
ment bureau to act for the plant in the matter of hiring and 
layoff and to maintain records of labor. 

Prior to 1916 the foremen had hired their subordinates. When 
labor had been scarce, foremen had bid against one another for 
men within the organization. A foreman, seeing a good mechanic 
in another department, would approach him after hours, and 
offer him an increase in wages to quit the department in which 
he was working and then to apply for work in the foreman’s 
department. Men who were unsatisfactory had been discharged 
in one department and shortly thereafter had obtained work 
under another foreman elsewhere in the plant. The chief reason 
for establishing the employment bureau, however, had been the 
company’s difficulty in procuring help in 1916, when its plant 
was making munitions for foreign governments. 

In 1921, the time of this case, the procedure in hiring a man 
was as follows: applicants at the gate were surveyed by the em- 
ployment manager and the best prospects were asked inside the 
employment office for an interview. These, together with men 
that the employment manager had procured after consulting his 
records of former employees, were sent to foremen needing 
workers. The foremen selected the men they wanted, and the 
employment bureau made out the papers necessary for purposes 
of record. At times the employment manager advertised for 
workers, but he did not favor that method of attracting labor. 
He hesitated to ask men in the shop to recommend others for 
employment because he feared the formation of “cliques.” The 
“application for employment” form asked 20 questions regarding 
personal matters and experience. One question was: “Were you 
ever employed here before? If so, when?” 

When a man left the employ of the company, either on account 
of resignation, discharge, or layoff, the foreman sent a notice to 
the employment bureau giving the man’s name, check number, 
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occupation, and the date and time when the release was to be 
effective. The latter information was important chiefly to the 
accounting or pay roll departments, so that they could prepare 
the man’s pay voucher. In addition to the above, the foreman 
was asked to answer the following questions: 


Would you rehire this worker in the future? 
Why is this release necessary? Check reason or give details. 


Underneath this question were listed the following standardized 
reasons for release: 


Quits DISCHARGES LAYorFrs 
Wages Incompetent Reduction of force 
Hours Lazy Temporarily employed 
Working conditions Careless Physical reasons 
Health Insubordinate 
Monotony Bad habits 
Removal of family Unreliable 

from city Misconduct 
Housing Agitator 
TRANSFERS MiscELLANEOUS Reasons Not Listep 
Promoted Chronic illness 
Not adapted to job Disabling accident 
Health Decease 
Needed elsewhere Marriage (women) 
Superannuated 


The employment bureau had to devise a method of rehiring 
men that would prevent the trouble referred to by the plant 
manager. 


CoMMENTARY: Without the aid of the line organization, the employ- 
ment bureau could not have solved this problem. The foremen should 
have been made to realize that a man leaving the company’s employ 
would remain a potential employee and, therefore, was to be given a 
careful rating upon the discharge slip. 

The employment bureau should have investigated the cases of the 
two men whose comments caused the manager’s note to be written, 
and should have found out whether the foremen under whom these men 
worked previously had filled out discharge slips properly when the men 
completed their former terms of employment. If those discharge slips 
were improperly filled out, additional points could have been given to a 
manager’s bulletin on the subject. But that bulletin should have been 
issued whatever the results of the investigation of these cases. The 
bulletin, addressed to other executives, should have stressed the impor- 
tance of a careful rating at the time employees left the company’s 
service. 
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In order to operate effectively, the employment bureau should have 
maintained files containing the names and records of men previously 
employed. It should have referred to those records when hiring em- 
ployees. In the cases of men found to have been employed formerly, 
the employment bureau should have called by telephone the super- 
visors under whom the men had worked and verified its records, or it 
could have sent those applicants to the supervisors for interview. The 
thing desired in reemployment procedure is the supervisor’s opinion of 
the applicant. 

A question of detail brought up by this problem is whether the dis- 
charge slip should contain standardized reasons for terminating em- 
ployment. A well-devised list of these reasons is suggestive to the 
foreman, and is an aid in making analyses of the turnover problem. 
Such a list, however, may be used carelessly by supervisors. For in- 
stance, special reasons for leaving may not be recorded if they are not 
included on the list and the supervisor relies wholly on the listed rea- 
sons. This danger may be guarded against by having the employment 
bureau verify, in an interview with the discharged employee, the reasons 
for separation stated by the immediate superior. 

In the use of ratings made at the time of discharge or resignation, 
it is well to remember that at such times the feelings of either party 
may overcome his judgment. The foreman’s rating may be unjustly 
harsh as a result of a quarrel at the time with the workman; the rating 
may be unduly lenient if the foreman does not wish to place a black 
mark on a departing employee’s record, which is referred to by the em- 
ployment bureau in answering reference requests from other employers. 
An opportunity should be given a foreman to revise or confirm any 
notation on a discharge slip, when the workman involved seeks reem- 
ployment. 


February, 1926 J. W. R. 


RUTHWELL Wooten Mitts! 
MANUFACTURER—WOOLENS AND WORSTEDS 


Hirinc—Action to Be Taken on Request for Reemployment. Because of 
their excellence as workers, a group of seven girls were retained during 
a business depression by transferring them temporarily from one mill 
to another. They objected when reassigned to their regular workplace, 
and thereafter their morale was poor. One of the group, discharged for 
inattention to duty, asked to be rehired in the department in which she 
had worked temporarily, where working conditions were more attractive. 
The superintendent had to decide whether to grant her request. 

(1919) 

During a period of curtailed output the Ruthwell Woolen Mills 
retained a group of seven girls by transferring them temporarily 
from one mill to another. They objected when reassigned to their 
regular workplace, and thereafter their morale was poor. One of 
the group, discharged for inattention to duty, asked to be rehired 
in the department in which she had worked temporarily. 

During the World War, the Ruthwell Woolen Mills were work- 
ing at capacity on highly specialized work for the War Depart- 
ment. Upon the signing of the armistice, the War Department 
canceled contracts and gave notice that in a short time all work 
on textiles for war purposes would cease. In December, 1918, the 
Ruthwell Woolen Mills reduced their production to about 50% of 
the schedule in effect in October and laid off a number of their 
employees. In reducing the force the company considered pro- 
ductive efficiency, length of service, and number of dependents. 

The Ruthwell Woolen Mills had two adjacent mills, Plant A 
and Plant B. At the time of this reduction it was planned to 
close operations in Plant A. There was a twisting room in each 
mill. Employees were laid off in both twisting rooms. Only seven 
of the girls in the twisting room in Plant A were retained on 
the pay roll. These seven girls were transferred to the twisting 
room in Plant B. The principal basis for their retention was 
their productive efficiency. Each of these girls, moreover, had 
been with the Ruthwell Woolen Mills at least two years, and 
several were self-supporting. 





1 Fictitious name. 


79 


80 HARVARD BUSINESS REPORTS 


After these girls had spent about six weeks in Plant B, orders 
began to come in for civilian work. Plant A resumed operations, 
and the superintendent reassigned the seven girls to their orig- 
inal department. The girls petitioned that they be retained in 
Plant B. The superintendent believed that there were two reasons 
for this petition: first, the overseer of the twisting room in Plant 
B was jovial and a “good mixer,” whereas the overseer of the 
twisting room in Plant A was strict and exacting; second, Plant 
B was a new building, the twisting room received better light, the 
machinery was newer, and the comfort arrangements were better 
in Plant B than in Plant A. 

The superintendent informed the girls that their request could 
not be granted, that the assignment to Plant B had afforded 
them an income while their fellow workers were out of work, and 
that the assignment when made was understood to be temporary 
in nature. 

In reassigning these girls to Plant A, the superintendent ar- 
ranged to have them paid on a daywork basis for one week, so 
that they could become fully readjusted to the older type of 
machines there without suffering financial loss. The day rate was 
based on their average earnings during recent months. 

The girls returned to the Plant A department, but appeared 
indifferent to their tasks. Since this indifference was in contrast 
to their attitude prior to the transfer, the overseer noticed the 
change, but he passed it by without comment during the first 
week. During the second week he saw no improvement. On Fri- 
day of the second week every one of the twisting frames in charge 
of one of the girls, Mary Perkins, stopped on account of “broken 
ends.” This indicated neglect or carelessness, and the overseer 
warned her that it must not happen again. She listened to the 
warning in silence. Although not insolent, she did not appear to 
take the overseer’s remarks seriously. On the Wednesday follow- 
ing, the overseer happened to find every one of her frames 
“down” again on account of broken ends. Miss Perkins was at 
the drinking fountain chatting with another one of the group of 
seven girls. The overseer discharged her. 

When Miss Perkins went to the office for her wages, she 
claimed that the overseer in Plant A was unfair and that she 
was entitled to another chance, not in his department but in 
the twisting room in Plant B. The superintendent knew that she 
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had been an excellent worker. He knew of the differences in tem- 
perament between the overseers. Both obtained satisfactory pro- 
duction and costs, but did so in different ways. One was pains- 
taking in exercising minute supervision; the other kept people 
in good humor and placed more responsibility on them for 
results. The superintendent knew also that Miss Perkins was 
self-supporting. 

The superintendent had to decide whether to act favorably 


upon Miss Perkins’ request for reemployment in the Plant B 
twisting room. 


CoMMENTARY: Miss Perkins and her associates, after they had been 
retained on grounds of merit during a short period of business depres- 
sion, held an exaggerated opinion of their importance to the company. 
Their indifferent working attitude after reassignment to their regular 
department was based upon their assumption that their jobs were secure. 
Their conduct was an attempt, by direct action, to cause the company 
to grant their request in order again to obtain from them their best 
efforts. This case occurred after months of acute labor scarcity brought 
about by the World War, and these employees probably believed that a 
condition of labor scarcity was to continue indefinitely. 

After Miss Perkins had resorted to direct action in order to gain her 
ends, the superintendent could not grant her wish. The merits of her 
request then were confused with the demerits of the method she used 
to advance it. Favorable action upon the request might have induced 
others to attempt similar tactics to gain their ends. 

Had the superiatendent reemployed any of these seven girls in Plant 
B, the rest of the group probably would have demanded the same ad- 
justment immediately. That reassignment might not have been possible 
without transferring from Plant B to Plant A some persons who were 
experienced only upon Plant B twisting machines. 

The superintendent should not have interfered with the discharge of 
Miss Perkins. He should have told her that when she was ready to 
come back to her regular department and work according to her usual 
standard, he would take up her request with the overseer and endeavor 
to obtain the overseer’s consent to her reemployment. 

The company needed competent operatives in each twisting room; 
it wanted employee morale in each twisting room to be excellent. Had 
the manager assigned the seven girls to Plant B permanently on their 
request, the remaining people in the Plant A twisting room perhaps 
would have thought that they were there because of lack of merit, The 
adverse reflection might have been implied by the employees to extend 
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to other departments in Plant A. The frequent comparison by employees 
in the Plant A twisting room of their working conditions and those 
which they believed existed in Plant B would have aroused and main- 
tained resentment against the company. Although the manager would 
have given satisfaction to these seven girls by granting their request, 
he also, by that decision, might have placed a drag upon the operating 
efficiency of the employees in the Plant A twisting room. 


June, 1926 J. W. R. 


ABSECON MACHINERY Company? 
MANUFACTURER—MACHINERY 


Hirinc—Establishment of Employment Department. Until 1917, the foremen 
of a company manufacturing machinery hired men as the need for 
them arose. Although this method was simple and apparently inex- 
pensive, it was unscientific, made no provision for a labor reserve, 
provided no employment records, and permitted favoritism. The com- 
pany, therefore, established an employment department to maintain 
contacts with prospective employees and to select applicants tentatively. 
Foremen continued to have the deciding voice in hiring individuals in 
their respective departments. 


EMPLOYMENT DEPARTMENT—Retention of, during Business Depression. In 
the period of business depression of 1921, as a means for curtailing 
expenses, the financial executives of a company manufacturing ma- 
chinery advocated the discontinuance of its labor department and a 
return to the company’s former policy under which the function of 
hiring was left to the foremen. That department had served to harmo- 
nize the personnel practice in the several departments, it had discrim- 
inated between applicants for employment, and had aided in adjusting 
personnel problems. Hence, the company decided to continue the de- 
partment in operation. 

(1921) 

As a means of curtailing its expenses during the business de- 
pression of 1921, the Absecon Machinery Company’s financial 
executives suggested discontinuing the employment department. 

The Absecon Machinery Company, a manufacturer of ma- 
chinery, was located in a Massachusetts town in which industry 
was diversified. The factory, which was fitted with modern 
equipment, had been expanded between 1914 and 1919 from an 
employment capacity of 500 workers to one of 1,500 workers. 
The manufacturing departments were organized not according 
to the types of machines produced but according to the types of 
operations performed. Each department had a foreman in charge, 
whose authority was limited by a general foreman. The company 
employed three general foremen; these were responsible to the 
production superintendent. Exhibit 1 lists, by type of work, the 
number of workers employed by the company in May, 1920, 
and September, 1921. 
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EXHIBIT I 


NUMBER OF EMPLOYEES OF ABSECON MACHINERY COMPANY, BY TYPE 
oF Work, May, 1920, AND SEPTEMBER, I92I 








NUMBER OF EMPLOYEES 
TypEe or WorK 








May, 1920 September, 1921 

PRGSC MID LUNO, oeit, Maid ce see pee ae cae 86 49 
PB ORC Reeth yrs ated eg risers eee ore ee 65 35 
(BCC aI) a ER ee Ie Oe Bie Sy 35 15 
BraCK Gta sent. Gosten Sh eens Sete, 9 5 
ITAL ei a cera kee Aiss seen eee 21 22 
ES CILLG ir, sat cere os chat. acer ameronte caatees 61 31 
Engine room and construction........ a4 30 
Denne CAl et. els ser Skane einen ee IO 10 
TOUDCLY Vert ereti. es aaa nh danen aisle ee 250 166 
eo EQUING es pret ee haere ato Be eat 25 II 
Uae COL red at aprotic eee ee 10 II 
CRC ra eee ee rr hae a ee 7 15 
PAST COMIN ete ot ae, eta area ee ak 5 4 
MSc CLlOliane yeu renee Rota. Meee iy 56 30 
UDG BIAS aah be Aad iPr dee et natal ors lor Bee a Se 61 42 
MVierseomeg es at ease chide Gate 4l 28 
Millwrights and electricians.......... 8 
WiQvemene ns; 4 Mame Gee ae tace ata 13 14 
Obie and eales uc sence wees Bo ee 139 98 
OSE OG ms ATs Rites, Satan ween nate 13 8 
Punch press and snags gases sa A 16 
NAST SEW Shs ogee Se a GA re LON i 8 8 
ECOSUa UL ALL ta ireiey ore sheet et tr arn cee 6 6 
ENOd CLILie Liem as yk Wet eek Roe a 19 18 
Screw machines oh.4/sct cewek ee 75 47 
SOD BLES en Ati) were dee aeks af oeiar Geaeaee 27 #2 
SIGE IA LN Te trite tea tage te eats ieee 209 20 
Speed lathes and wire job........... 27 13 
Stores, worked material, and receiving 60 3a 
mweepers atid helpers)... i... Ss Ske. 23 16 
SUES TD hoes Fas A icked AAs Simi aera a ee 8 6 
BOOS ay crathe uit hiheP bts a! cia ele Malina tenant 61 4I 
SOU CIID pester nts Bec ok ss ean oe ne cae 8 5 
BLELVeLsG DAT: Deanne acts gains ee Ee 12 8 
Weave: deparlinemin snc) = ware t ne 4 
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The company employed skilled, semiskilled, unskilled, and 
clerical labor. Skilled workers included toolmakers, draftsmen, 
foundry pattern makers, and men on experimental work. A ma- 
jority of the workers in all the direct manufacturing departments 
were semiskilled. These employees generally had received a 
grammar-school education. They had no intricate operations to 
perform and needed only to be able to read and to follow the 
instructions on the instruction cards. Unskilled laborers worked 
as movemen, sweepers, and helpers. The general office, the do- 
mestic-sales office at the plant, and the planning department 
required clerical help. A spirit of loyalty to the company had 
developed among its employees, many of whom had been in the 
company’s employ since leaving school. 

In times of prosperity, the demand for labor of the types 
employed by the company exceeded the supply available in the 
district. During such periods, the company was forced to train 
men for jobs that required semiskilled workers. The company’s 
experience had shown that lathe or milling machine operators 
could be taught sufficient proficiency in a month. The employ- 
ment manager estimated that the cost of training those operators 
averaged $125 each. The company’s production fluctuated so 
widely that layoffs and shutdowns for periods of several days 
were frequent. 

Most of the foremen had been with the company for more than 
eight years. They all had advanced from positions as operators 
and section hands; most of them had had grammar-school educa- 
tions. Each was little concerned with the work outside his depart- 
ment; each spent most of his time filling the orders assigned to 
him and explaining instruction cards to the workers. Each fore- 
man had the assistance of a clerical worker. 

Until June, 1917, the foremen had done all the hiring. On 
mornings that additional workers were needed, one of the general 
foremen who had a knowledge of all operations performed at the 
plant had selected at the gate applicants whom he desired to have 
interviewed. Occasionally other foremen had made this selec- 
tion. After an applicant had been selected in this way, he was 
interviewed by the foreman of the department in which he would 
work if employed. Interviews usually were short and took the 
form of questions concerning the experience of applicants. If. 
the foreman was satisfied with the applicant, he took his name 
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and address for pay-roll purposes and immediately put him to 
work. The company kept no employment records other than 
those used by the pay-roll department. 

There were disadvantages in this method of hiring, however. 
Hiring was done at an hour when work had to be started and 
when adjustments pertaining to orders, equipment, and person- 
nel, for which the foremen were needed, had to be made. If 
those adjustments were pressing, the foreman often cut short 
an interview and engaged the applicant without obtaining ade- 
quate information regarding his qualifications. This resulted in a 
high labor turnover, because the men engaged often were unfitted 
for their tasks. The system made no provision for maintaining 
a labor reserve; many times, the foremen refused to interview 
applicants because they were not needed at the time. The method 
resulted in favoritism; the foremen were prone to select relatives 
and friends or adherents of their own religious creeds. This 
method of hiring made no provision for ascertaining consistently 
the previous experience of applicants or for recording informa- 
tion as to labor turnover, qualifications needed for specific tasks, 
and prospective employees. 

In June, 1917, after a period of rapid expansion both in size 
of plant and orders received, the plant executives of the Absecon 
Machinery Company had established an employment department. 
A college graduate who had had no experience in any of the fac- 
tory departments had organized the department as its manager. 
Under his direction the department performed the function of hir- 
ing, established records of labor turnover, analyzed the various 
operations of the plant, made up job specifications to aid in the 
selection of employees, and, in order to be able to answer inquiries 
of government income tax bureaus, kept records of each worker’s 
wages. To assure fair settlements of accident compensation 
claims, a representative of the employment office visited injured 
employees confined to their homes. The foremen had been an- 
tagonistic toward the employment manager because he had 
assumed their prerogatives of hiring and placing. They had not 
instructed or assisted the men he had assigned to them, partic- 
ularly if they did not like the workers or if the employment 
manager’s selection had been a poor one. A high labor turnover 
had resulted from this friction. 

In June, 1918, the employment manager had resigned to take 
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a position elsewhere, and the company had replaced him with a 
foreman from the toolmaking department. The new employment 
manager was familiar with all the tasks performed in the factory 
and was acquainted with all the foremen. He continued the 
records initiated by his predecessor and conducted the depart- 
ment along the same lines. It was a year and a half before he 
had overcome the foremen’s antagonism toward his department. 

In September, 1921, while the company was experiencing a 
period of severe depression, the financial executives asked the 
factory to discontinue the employment department, to restore the 
function of hiring to the foremen, and to incorporate the employ- 
ment records with those in the time clerk’s office. The company 
was making retrenchments in all auxiliary departments in order 
to reduce overhead expenses to a minimum. The financial execu- 
tives were of the opinion that there would be no necessity for 
building up the company’s labor force for some time to come. 
Upon this point, however, there were differences of opinion among 
the general executives. They believed further that the foremen 
were capable of hiring satisfactory semiskilled workers. 

Some of the executives urged continuance of the employment 
department. The department had tended to harmonize labor 
personnel practice in the several departments. The employment 
manager’s familiarity with the labor situation of the company 
often made it possible for him to transfer employees released 
from one department to another department and to place faith- 
ful employees in departments where opportunities for personal 
development and increased earnings were open to them. The 
employment department relieved foremen of the work formerly 
involved in selecting employees. While a few of the foremen 
still believed that hiring was their prerogative, most of them 
were willing to take men selected by the employment manager. 
Since the establishment of the employment department, relatives 
and friends of a foreman never were placed in his department, 
but under one of the other foremen. 

The company decided to continue the employment department. 
The overhead expenses incident to inefficient hiring and excessive 
labor turnover under the old method were thought greater than 
the overhead expense of the employment department. The em- 
ployment manager, in addition to selecting applicants with dis- 
crimination, had adjusted complaints and requests from the 
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employees. His relations with the foremen were satisfactory. 
When employment problems were again confronting the company, 
the employment manager would be present to deal with them 
effectively. 


CoMMENTARY: In this company the earlier hiring practice at times 
was superficial, it did not maintain contacts with prospective em- 
ployees, it permitted favoritism, and it occupied the time of foremen 
when other duties required their attention. 

An employment department is an ostensible addition to plant over- 
head; more strictly, it is one form of expenditure which may reduce 
losses. Improper hiring entails higher training and supervisory costs, 
and the higher labor turnover resulting from it causes substand- 
ard production, idle-machine losses, and waste of materials. These 
overhead costs usually are not concentrated and conspicuous. Hence, 
the employment office is viewed as a net additional expenditure. 

It is not proposed that the net worth of an employment department 
can be determined in dollars and cents. The point stressed here is that 
there are both debit and credit columns, the credit items more difficult 
to estimate than the debit items. The final decision regarding the 
economy of a labor department should recognize both sides of the 
account. 

Viewed in one light, hiring is purchasing—the purchasing of labor. 
Since purchasing methods are adjusted to the conditions of the market, 
it frequently is urged that an employment department is necessary 
only when an active demand for labor exists in the community. 

This momentary policy for a labor department is untenable after 
that department has become more than a contracting outpost for labor. 
In this case, for example, we note that the labor manager adjusted 
personal difficulties of employees, transferred men to regularize em- 
ployment, and harmonized personnel practice in the several depart- 
ments. Such work does not cease when hiring is curtailed. 

The proper scope of the Absecon Machinery Company’s labor de- 
partment was not an issue in this case. That the labor department 
was more than a hiring agency was clear to the production executives, 
but was not recognized by the financial executives. 

The point of this case appears to be that the governing considera- 
tion in the continuance of a labor department during a period of busi- 
ness depression is the scope of that department’s activity. The crucial 
question is: Does the labor department deal with internal labor prob- 
lems to a significant extent, or does it merely act as a hiring bureau? 


March, 1926 Joie Re 


Vesey Canpy Company! 
MANUFACTURER—CANDY 


EMPLOYEE TRAINING AND Epucation—Discontinuance of Training School. 
A candy manufacturer started a school in which to train girls as candy 
dippers and packers. Upon promotion from the school the girls were 
hazed by experienced employees. Because of hazing and increased 
seasonal demand for workers in the candy industry, the company within 
a few months lost 60% of the girls trained in the school. As a result, 
the training school experiment was discontinued. 


(1916) 


The Vesey Candy Company, established in 1895, was located 
in Boston. Its plant consisted of 4 buildings which housed a 
candy factory, a box factory, raw-material stores, and the general 
offices. The company employed 1,200 factory workers. In 1916 
its price list contained over 250 standard lines of boxed and 
wrapped candy. It sold its wares through wholesalers to retailers. 

In 1916 the company’s business was growing rapidly. The 
company began to find difficulty in obtaining labor. When the 
factory was running at maximum capacity, experienced girls paid 
on the piece-rate basis did not wish to instruct novices, since they 
could earn more by doing their regular tasks. In this teaching 
work girls were paid an hourly rate. They did not object to teach- 
ing newcomers when the opportunity to work upon regular tasks 
was curtailed. In the summer of 1916 the management decided 
to establish a segregated employees’ training school as a trial 
venture. 

Many of the operations in the candy industry required only a 
slight degree of skill, Women could be trained to do those opera- 
tions in a day or in less than a week. A few demonstrations by 
experienced workers were sufficient to impart the technique of 
the operation; the operative then acquired proficiency through 
practice. Immigrants had been employed for several decades in 
the candy business; their wages had been low. 

Some of the work, however, was of a skilled character. A candy 
maker, for example, had to spend years in learning and experi- 
menting with material mixtures and the manipulation of candy in 
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process of manufacture. Fancy box packing was rated as a semi- 
skilled operation; six weeks to three months were required to 
learn it and to perform the work with sufficient rapidity to earn 
the standard rate of weekly wages. The same period was required 
to become proficient in tying ribbon bows on boxes of high-grade 
candy. One year was thought necessary to develop a proficient 
candy dipper. The training of box makers required six months 
to one year; the length of the period depended upon the quality 
of the boxes made. 

Prior to 1915 the company paid wages on an hourly basis; 
in that year piece rates, based upon time studies, were intro- 
duced. The piece-rate system was put into effect without diffi- 
culty. In 1916 the average weekly wage paid by the Vesey 
Candy Company to women factory employees was between $18 
and $20. 

In accordance with the decision to provide special instruction, 
two training classes were started, one for box makers and one 
for candy dippers. Each class contained 25 girls. Experienced 
operatives were put in charge and were paid liberal salaries. 
Although the teachers lacked pedagogical experience, their in- 
struction proved so effective that the accustomed apprenticeship 
period was curtailed. 

The classes were not maintained intact in the school for a 
definite period. When a girl had gained sufficient proficiency, she 
was listed for transfer to the factory departments. The director 
of the school waited, however, until several girls were ready to 
be transferred and then he reassigned the group. 

After the novices were transferred to the factory departments, 
the experienced workers began to haze them. The older workers, 
it was reported to the manager, thought that the graduates of 
the class considered themselves superior to those who had not 
undergone training. No one of the girls that had been trained 
in the school complained regarding the hazing, yet the manage- 
ment was aware of ill feeling between the two groups. 

During the fall months, as was usual, the candy business 
entered a period of seasonal activity. Other candy manufacturing 
companies in Boston were bidding for experienced labor. This 
increased demand was reflected in higher wages and in increased 
rates of labor turnover. Chiefly on account of the competitive 
bidding of manufacturers for labor, the Vesey Candy Company 
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lost 60% of the girls whom it had trained a few months before 
in the school. The executives regarded the hazing efforts as a 
contributing cause of the loss of newly trained girls. The com- 
pany decided to discontinue the formal training experiment. 


ComMENTaRY: The issue in this case is a frequent one in personnel 
relations. Persons already in an employment object to the rapid in- 
filtration of newly trained people to work beside them. This opposition 
is not vicious, but a natural result of thinking in terms of immediate 
self-interest. From that standpoint, the newcomers render the economic 
position of the experienced employee less secure. He begins to fear that 
the additional number of people qualified to do the work he has been 
doing will cause wages to tend downwards. The “established” employee 
views the newcomers with apprehension similar to that with which a 
retailer or manufacturer regards an increase in the number of his com- 
petitors. 

For many years the candy industry in eastern cities hired and paid 
low wages to immigrants, the supply of whom was plentiful. Persons 
in the industry who had a little skill were familiar with the results of 
a plentiful supply of labor. Naturally, they would react unfavorably 
toward a training program to increase the number of people to compete 
directly with them. Another factor which colored the viewpoint of the 
wage earners in this case was the seasonal nature of the employment. 
A more plentiful supply of experienced labor, other things being equal, 
would have resulted in shorter busy seasons and sharper rates of in- 
crease and decline in the work force of this candy factory. The result 
to the individual worker would have been less annual income and 
greater risk of unemployment. 

A second underlying basis for the experienced employees’ opposition 
to the novices in this case is not solely economic, but also social in 
nature. The experience with the training school demonstrated that 
workers could be trained in less time than previously was thought 
necessary. That fact reduced somewhat the pride of the experienced 
worker in her skill. Skill not only is a barrier to competition; it also 
represents persistency, effort expended, and mysteries understood. The 
employer who reduces the period of apprenticeship in an occupation 
reduces, commensurably, the prestige of the worker engaged in that 
occupation. Small wonder that some of the employees of the Vesey 
Candy Company, trained under the former longer methods, looked 
with disfavor upon the persons who underwent the quicker vestibule 
school process. 

On two foundations, therefore, the experienced workers in this case 
believed that they had a grievance against the company. As they could 
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not vent their ire upon the company, they vented it upon the new- 
comers. 

The experienced employees’ opposition to the newcomers, which pre- 
vented the groups from mingling, probably was the real cause of the 
newcomers’ aloofness, which was interpreted by the other group as an 
attitude of assumed superiority. 

It is impossible to isolate the effects of hazing in this case from the 
effects of high wages offered by competing employers during a busy 
season. It is apparent that the investment of this company in employee 
training was largely lost, because other employers hired its skilled work- 
ers at increased wages. Had the training of apprentices been more wide- 
spread in the industry, the Vesey Candy Company would not have 
realized such small advantage from its vestibule school.” 

To restrain hazing efforts, a company must try to identify the ring- 
leaders and warn them that further hazing will be followed by their 
discharge. Thus the hazing efforts are deprived of leadership and the 
movement disintegrates. Apart from the removal of leadership, it is 
necessary to guard against tampering with workers’ wearing apparel 
and workplaces. Employees should have individual lockers in which 
to keep their clothing. The company may establish a checking room 
in which employees may keep their lunch parcels until the noon period. 
The supervisors should be on the lookout before and after work to 
prevent tampering with novices’ machines and supplies of material. 
Some hazing will occur away from the plant, but that is beyond the 
company’s control. 

Segregation of novices in the plant often is uneconomical because 
experienced workers and equipment would have to be shifted to ac- 
complish it. The isolation of novices also defers their amalgamation 
with the other employees. 

Hazing is largely a product of group feeling. Physical segregation 
of novices, on the one hand, and the presence of leaders who unify the 
experienced employees, on the other, create group distinctions and 
therefore tend to prolong a hazing effort. 


February, 1926 J.W.R. 


2 See Vesey Candy Company, page 93. 


VESEY Canpy Company! 
MANUFACTURER—CANDY 


EMPLOYEE TRAINING AND EpucaTIon—Training Program Prevented by High 
Wages and Combetition in Localized Center. A shortage of candy 
dippers existed in the candy-manufacturing center in which the com- 
pany was located. Previously, the company had trained candy dippers 
to meet its needs, but as the shortage developed it lost increasing num- 
bers of its best dippers to other employers, who paid high wages 
during the industry’s busy seasons and did not engage in training 
programs. The company decided to pay high enough wages to obtain 
a sufficient number of experienced dippers, but not to place itself at a 
competitive disadvantage by incurring training costs in addition. 


(1924) 


During the period from 1920 to 1924, the Vesey Candy Com- 
pany, of Boston, experienced a falling off in the number of girls 
employed on hand dipping. A shortage of hand dippers unques- 
tionably existed in the locality. The executives had to decide 
whether to take positive action to relieve the shortage and, if 
so, what action for that purpose might prove successful. 

Boston was the largest single center of high-grade candy 
manufacture in the United States. Four of the Vesey Candy 
Company’s largest competitors in the high-grade candy business 
and numerous smaller candy manufacturers were located in that 
district. The Vesey Candy Company employed approximately 
1,000 workers: 800 in its candy factory and 200 in its box 
factory. 

The company specialized in chocolate-coated confections, of 
which 25% were hand-dipped and 75% machine-dipped. The 
hand-dipped candy was sold to consumers at $1.25 and $1.50 
a pound. 

The company’s factory manager believed that there were three 
important reasons for the shortage of candy dippers. In the 
first place, restrictions recently had been placed upon the immi- 
gration of people from southern and eastern Europe. The com- 
pany employed chiefly Italian and Jewish girls in its chocolate- 
dipping department. In the second place, many of the company’s 
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hand dippers had left its employ in order to go to work in small 

_unit candy stores. These stores manufactured a high-grade candy 
on the premises, and all such candy was hand-dipped. Employ- 
ment in a small establishment offered a greater variety of work, 
a pleasanter working environment, and higher wages, although 
perhaps slightly longer hours of employment. Finally, the dipping 
of chocolates by hand was not a clean operation. The dipper had 
to roll up her sleeves and place her arm up to the elbow into 
the pot of chocolate. It was difficult to remove the odor of the 
chocolate when the day’s work had been done. For that reason, 
many girls preferred to work in department stores and factories 
at a slightly smaller salary per week than was paid by the 
Vesey Candy Company to its experienced dippers. The situation 
as regards the shortage of hand dippers was not peculiar to the 
Vesey Candy Company alone; it affected all manufacturers in 
the Boston district. 

Certain characteristics of high-grade candy distinguished it 
from that which was dipped by machine. Hand dipping gave a 
thicker coating and a finer finish to the chocolate. The handsome 
decoration on the top could not be obtained if the candy was 
dipped by machine. In recent years, however, the technique of 
machine dipping gradually had been improved, so that it was 
becoming more difficult to distinguish between the higher and 
lower grades manufactured. It took three months to train a girl 
to be a chocolate dipper, although she usually did not become 
adept until after a year’s practice. Most of the product made 
by the learner during the initial three months could not be in- 
cluded in the high-grade boxes. 

The Vesey Candy Company could not discontinue its line of 
high-grade candy. A large proportion of consumer goodwill had 
been built upon the candy that had been dipped by hand. Fur- 
thermore, the wholesalers and retailers who sold the company’s 
product had spent time and money in building up a recognition 
of the Vesey name. Wholesalers had lists of customers who 
demanded both hand-dipped and machine-dipped chocolates. In 
addition, the retailers who sold Vesey candy had done consider- 
able display advertising to place the product before the consumer. 
If the company discontinued the high-grade line entirely, it was 
likely to lose some of the market for its machine-dipped prod- 
ucts, Finally, it would be at a disadvantage in competition with 


VESEY CANDY COMPANY 95 


candy manufacturers in New York, Philadelphia, and the Middle 
West who would continue to manufacture both grades of candy. 

Several attempts had been made to retain and even increase the 
number of hand dippers employed. Newspaper advertising had 
proved to be unsuccessful. One of the company’s competitors had 
spent $80 on such advertising in one month and had obtained 
only six dippers. The company itself had spent $150 in one 
month and had obtained only three dippers. The factory manager 
had instituted a quantity bonus as an incentive to production and 
to retain his workers. This bonus amounted to $3.50 a week 
if the worker’s production at piecework prices yielded her wages 
of $18 a week or more. Experienced dippers during the busy 
season earned $28 a week, including the quantity bonus. The 
company had resorted to training. Girls were employed at $12. 50 
a week and taught to dip chocolates by hand. A competitor, how- 
ever, who offered a girl higher wages than the Vesey Candy Com- 
pany desired to pay before she had finished her training period, 
was likely to obtain her services. She usually claimed to be an 
experienced chocolate dipper in seeking employment elsewhere 
and hence was offered higher wages. Finally, the company had 
attempted to get in touch with the girls who had left its employ 
at the time of marriage. This source did not prove to be fruitful. 

Excellent relations existed between the company and its em- 
ployees. Working conditions were such that the company had a 
100% rating with the local board of health. Midday lunch was 
served at cost. Steady employment was available to hand dippers 
the year round, although the usual fluctuation in the company’s 
work force as a whole was an increase of 50% during the busy 
fall season and a decline of 33% in the winter months. During 
the dull period, the company transferred some of the hand dippers 
to other work but chiefly manufactured candy to stock. Workers 
in the confectionery industry were not unionized; the several 
nationalities and the large percentage of women employed made 
organization difficult. 

For high-grade candy, manufacturing cost was made up as 
follows: 62% material, 25% labor, and 13% factory overhead. 
Factory labor cost was between 9% and 11% of the price paid 
by the consumer. Out of the company’s gross margin had to be 
paid cash discounts, general office expense, the cost of returned 
goods, transportation charges, and interest on borrowed funds. 
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The company had not made any elaborate studies of training 
costs, but it regarded the substandard quality of the candy pro- 
duced during the training period as a serious item in those costs. 
Unless a girl remained with the company that trained her, 
throughout the busy season after she had acquired proficiency, 
the executives did not believe that the company was fully repaid 
for training her. 

Previous to the fall of 1924, the company had not suffered from 
a shortage in hand dippers. It had been able to manufacture 
sufficient high-grade candy for stock during dull periods to take 
care of the peak in the fall. It was not, however, possible to stock 
for requirements far in advance because of the perishable nature 
of the product. The factory manager believed that the number of 
dippers employed in 1924 would not be able to produce sufficient 
high-grade stock to supply the company’s market. The number 
of hand dippers had decreased gradually from 116 in 1920 to 63 
in 1924. 

During the war years a cooperative training school had been 
established under the auspices of a local candy manufacturers’ 
association of which the Vesey Candy Company was a member. 

t was found that girls frequently left the school after two 
months’ training and succeeded in obtaining employment as ex- 
perienced dippers with members of the association and in unit 
candy stores. This situation was due principally to administra- 
tive looseness in the several plants. Foremen, during busy sea- 
sons, obtained dippers from any source, irrespective of the 
arrangements made by company executives regarding the co- 
operative training school. 

Several additional complications were present. There was a 
“fraternity” spirit among chocolate dippers, which frequently 
manifested itself in the hazing of novices. The unit candy stores 
had made inroads upon the large manufacturers’ high-grade 
candy business in urban centers. The previously existing differ- 
ential in low labor costs enjoyed by eastern candy manufacturers 
was disappearing because immigration restriction was rendering 
impossible the payment of low wages to foreign-born labor. On 
the other hand, the rise in the wages of unskilled foreign labor 
was causing the manufacturers to develop and install machinery, 
which in some departments had lowered costs below the levels 
existing when the work was done by hand. 


VESEY CANDY COMPANY 97 


The executives of the Vesey Candy Company thought that the 
inroads of the unit stores in cities would continue and that large- 
scale operations would be predominant only in the manufacture 
of machine-made candy. In some degree the falling off in the 
number of dippers employed by the large manufacturers was to 
be expected. The company did not believe the situation suffi- 
ciently critical to cause large Boston candy manufacturers to 
institute a cooperative training venture that would establish a 
centralized placement bureau. Moreover, even complete coopera- 
tion between members of the manufacturers’ association would 
not prevent the loss of dippers to unit candy stores. That loss 
resulted in the large manufacturer’s losing his investment in a 
girl’s training to a competing agency. The company decided to pay 
high enough wages to obtain skilled dippers in busy seasons, and 
to continue giving steady employment to dippers having long 
service records, but not to place itself at a competitive disad- 
vantage by incurring training costs in addition. 


CoMMENTARY: The decision of this company to meet the shortage 
of candy dippers by offering rates of wages higher than those ruling in 
the market, rather than by training additional numbers, turned upon 
its belief that it would lose to other local candy manufacturers a sub- 
stantial number of the dippers it might train. We have here one 
effect of the breakdown of the apprentice system. The employer no 
longer is assured that he will be repaid for training the worker. The 
latter is not bound for a definite period, during which the value of his 
labor would offset the cost of training plus the wages paid him. 

The company’s executives believed that its business in hand-dipped 
confections was declining and that, therefore, a shortage of candy dip- 
pers, and the subsequent higher wages received by them, would be less 
serious to it than if its sales of hand-dipped chocolates were increasing. 
Unit candy stores, those manufacturing candy on the premises, were 
filling a larger share of the urban demand for hand-dipped candies. 
Upon them the shortage would react directly. Whether they would 
train girls in candy dipping was a critical question in this case. 

In the executives’ opinion, the unit stores were unlikely to train 
candy dippers under the existing circumstances. The cost to the unit 
store of training a dipper was thought to be more than the additional 
wage cost that it had to pay to obtain a trained dipper. As the wages 
of dippers increased, however, this differential would be narrowed and 
perhaps disappear. The unit stores could dispose of candy made 
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by novices by offering it in special sales. There was a further likeli- 
hood that girls trained by a unit candy store would feel a larger 
obligation to remain with the store, since they would recognize the 
cost of training, which largely is related to inferior product. No doubt 
many girls so trained would be relatives or friends of the unit-store 
proprietors and for that reason they would continue with the stores 
that trained them. 

The effect of increased wages of dippers upon manufacturing costs 
and net profit is not stated in the case. Raw material was a large 
proportion of manufacturing cost, however, and an increase of 10% or 
even 20% in the wages of dippers probably would have raised the total 
manufacturing cost not more than 214% or 5%. Nevertheless, such 
an increase deserves careful scrutiny when a large volume of product 
would be affected by it. The company could have continued its hand- 
dipped lines as an accommodation to customers and could have looked 
to its other business for revenue, but that result was not to be passively 
accepted. 

It is the reviewer’s understanding that the unit stores hired chiefly 
experienced candy dippers and that proprietors of those stores would 
not accept novices who had completed only three months of training in 
the trade. The unit stores were taking the best of the manufacturers’ 
employees in the hand-dipping departments. These vacancies would 
have to be filled. 

It is apparent that the solution adopted by the Vesey Candy Com- 
pany was neither generally applicable for an extended period nor cor- 
rective of the difficulty. That policy caused the shifting of the available 
supply of dippers to the highest bidder. Some decrease in the demand 
for dippers on the part of larger manufacturers was possible if they 
wished to substitute machine-dipped candy for hand-dipped candy in 
their high-grade boxes. 

Apparently the “shortage” of candy dippers had not assumed serious 
proportions. When the costs of hiring, including the overhead costs of 
the greater turnover entailed by the policy of attracting help from one 
another, become clearly more than the cost of training, inclusive of the 
risk of loss of trained employees to competitors, training will be re- 
sumed by Boston candy makers. 

At a previous time cooperative training was attempted by Boston 
manufacturers. If properly conducted and carefully controlled, it could 
prevent the loss of girls in training to cooperating employers. Yet it 
could not prevent loss of those girls to the unit stores, nor prevent 
competitive bidding for the available supply of trained and experienced 
dippers by the larger manufacturers. The independent spirit of the 
candy manufacturers and the seasonal demand for hand dippers ren- 
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dered whole-hearted cooperation in a joint training effort difficult to 
obtain. 

The Vesey Candy Company should have studied the costs of training. 
It then would have had facts upon which to reverse its decision to hire 
experienced dippers, whenever that policy appeared more costly than 
the training program. 

In localized centers, places in which an industry is concentrated and 
where numerous competing employers bid for members of the same 
craft, the risk attending training efforts by the individual employer is 
serious. Immediate competitive advantage dictates the absence of 
training ventures to any one employer, yet that policy, if generally fol- 
lowed, is detrimental to the industry as a whole in the locality. The 
corrective solutions now in force are public vocational schools, manu- 
facturers’ cooperative schools, and private training schools to which 
the learner pays a tuition fee. Further evidence is desired regarding 
the special merits of each of these programs in their respective applica- 
tions. 

Another phase of general significance attaches to this case. The higher 
wages to be paid by the Vesey Candy Company to attract skilled 
dippers would act chiefly, in fact almost exclusively, in the Boston area. 
That is true because women are not so mobile as men; women’s resi- 
dences are dictated, usually, by the work of the male members of 
their families. Hence, an additional supply of candy dippers in Boston 
could not be obtained from other localities by offering higher wages, 
but must be obtained by training Boston women. A policy of high 
wages to relieve a labor shortage is more effective with men workers 
than with women workers. On the other hand, the high wages offered 
candy dippers in the Boston market probably would recall to the in- 
dustry some experienced dippers residing in Boston who were married 
or who had gone into other occupations. 


October, 1925 J. W.R. 


SURREY TEXTILE COMPANY! 
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Worxkinc Conpit1ions—Rest Periods Installed to Decrease Labor Turnover. 
A textile company employed an industrial psychiatrist to make an in- 
vestigation of its spinning department in order to determine the causes 
of the high rate of labor turnover in that department. The psychiatrist 
found that the workers suffered from postural fatigue and that their 
reveries were almost uniformly pessimistic. To correct this condition, 
ten-minute rest periods, four daily, were introduced into the department, 
with the result that the high rate of labor turnover ceased to exist. 


WorkINcG Conpitions—Effect of Rest Periods on Workers’ Morale. A textile 
company, at the recommendation of an industrial psychiatrist, had in- 
troduced ten-minute rest periods into its spinning department, in an 
endeavor to decrease the department’s high rate of labor turnover. 
When the rest periods were abandoned during a week of heavy demand 
for goods, the symptoms of postural fatigue and of melancholy pre- 
occupation, which had been dispelled by the rest periods, returned. 
Thereupon the company resumed the rest periods, with the result that 
the workers’ morale improved. 


(1923-1925) 


In July, 1923, the executives of the Surrey Textile Company 
estimated that in all production departments in the mills except 
the spinning department the labor turnover was not over 5% or 
6% per annum. In the spinning department, however, the labor 
turnover approximated 250% per annum, tending to be highest 
during rush seasons, when the company was most in need of 
workers. The executives, at that time, decided to employ an in- 
dustrial psychiatrist to make an investigation with a view to 
determining the causes of the high turnover in the spinning depart- 
ment. 

The company’s mills compared favorably with other mills in 
the industry as to productive efficiency and conditions of work. 
Machine operations were well coordinated; routing of work was 
scientific; workers were selected with care; and task and bonus 
systems were in effect. 

Superficially, at least, working conditions in the spinning de- 
partment did not appear to be inferior to those in other depart- 
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ments. Spinners, like other operatives in the company’s mills, 
worked only five days a week. The working day was 10 hours 
in length, 5 hours in the morning and 5 in the afternoon, with an 
interval of three-quarters of an hour for lunch. The work was 
done in alleys from 30 to 40 yards long, on either side of which 
were the spinning frames. The frames had to be watched closely 
by the head tenders and piecers in charge. The number of piecers 
in an alley varied with the kind of yarn being spun. The piecers 
walked up and down the alleys twisting together broken threads. 
The only variation in work was that which occurred when a 
machine head, which operated from 10 to 14 frames, was stopped 
in order to doff or to replace a spool. Breakdowns were fairly 
frequent. Approximately 40 men were employed in the spinning 
department. 

Employees in the spinning department were paid a basic wage 
and, in addition, a graduated bonus for production in excess of 
a specified standard. The weight of yarn spun was not a satis- 
factory criterion of production, since a thick thread weighed 
more than a thin one but required less labor per unit of weight. 
The company, therefore, had determined upon standard times, 
after allowance for doffing, machine breakdowns, and so on, for 
the spinning of unit weights of the various types of yarn. Pro- 
duction at the standard rate ranked as 100% efficiency, and the 
monthly production of the department was expected to average 
at least 75%. If the monthly man-hour efficiency of production 
averaged over 75%, then the extra percentage was paid as a 
bonus on wages. Thus an 80% average for the department 
meant a 5% bonus on his wages to every employee in the depart- 
ment. The basic wage was not reduced, however, if the average 
fell below 75%. At the time the psychiatrist was employed by 
the company, the spinning department never had earned a bonus. 

The executives asked the psychiatrist and his assistants to 
enter the plant at first merely as visitors. Consequently, the 
investigation, in the beginning, was limited to observation and 
conversation. Shortly the investigators discovered that almost 
all the workers in the department suffered from foot trouble for 
which they apparently knew no effective remedy. Many also 
complained of neuritis in various parts of their arms, shoulders, 
and legs. In addition, it was found that the workers’ reveries 
were almost uniformly pessimistic. Occasionally a worker would 
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fly into apparently unreasonable anger and leave his job. Al- 
though the workers who left usually accepted the same type of 
work in other mills, their opinion of their work was low. ‘You 
need strong legs and no brains for this work,” one man said. 
Another remarked, “Piecers get disgusted; they are always get- 
ting disgusted.” 

After some discussion of the evidence, the management agreed 
to institute, experimentally, ten-minute rest periods. The periods 
of rest and work were to be arranged as follows: two hours of 
work, ten minutes of rest, one hour and thirty minutes of work, 
ten minutes of rest, one hour and ten minutes of work; total five 
hours. In the rest periods the workers were to lie down. In- 
struction in the best methods of muscular relaxation was given 
by the psychiatrist and his staff. It was hoped that the rest 
periods would remedy, at least in part, the postural fatigue of the 
workers and also interrupt and dispel their pessimistic reveries, 
which the psychiatrist held to be probably the most important 
factor in the situation. 

Rest periods were introduced in the spinning department in 
September, 1923. Only one team of piecers, about one-third of 
the total number, were given the rest periods at first. Those 
piecers appeared to be pleased with the innovation, and they 
speedily adopted the method of rest advised. Beneficial effects 
of the plan appeared almost immediately. Symptoms of melan- 
choly preoccupation disappeared, none of the workers involved 
in the plan left the company’s employ, production was main- 
tained, and morale was improved. This improvement in morale 
appeared to extend also to piecers not on the team given the rest 
periods. 

In October, 1923, the management decided to give the rest 
periods to the entire personnel of the spinning department. The 
periods were so arranged and alternated that only a part of the 
men were idle at any one time. Although prior to that time the 
spinning department never had earned a bonus, in October and 
the following months, with one exception, the department did 
earn a bonus. Exhibit 1 shows for the period from October, 
1923, to August, 1925, average monthly production of the spin- 
ning department in terms of the efficiency ratings. Exhibit 2 
shows daily production from October, 1923, to June, 1924, also 
in terms of efficiency ratings. 
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Exhibit 1: Average monthly production in terms of efficiency percentages in spin- 
ning department of Surrey Textile Company, October, 1923, to August, 1925. 
Through the whole of the period October, 1923, to March, 

1924, the rest periods were irregular. They did not occur at fixed 

times but were allowed only after the men had completed certain 

operations. On some days the men had two rest periods only. 

Usually, however, they had three or four rest periods in a day. 
On Friday, February 15, in response to a heavy demand for 

goods, the departmental superintendent, on his own authority, 

ordered the discontinuance of the rests. For a week the spinning 
department, without the knowledge of the executives, continued 

to work without rests, and on the following Friday, February 22, 

the psychiatrist noticed that the old pessimistic reveries had 

returned in full force, accompanied by some of the former symp- 
toms of fatigue. He inquired the cause and discovered that the 
rest periods had been abandoned. He immediately appealed to 
the executive officer in charge and that officer ordered the re- 
sumption of the rest periods on Monday, February 25. The rest 

periods were continued through March, the men, however, still 

Bane required to “earn” their rests. The result was that, in 

March, the incidence of rest periods was highly uncertain and 

irregular. On a given day certain men might have no rests at 

all, while others would have one, two, three, or, rarely, four. 

In spite of this condition, the output of the department showed 

a distinct tendency to improvement in the latter part of March 

(see Exhibit 2). 

At the end of March the president of the company called a 
conference to discuss the causes of the decrease from 80% to 
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Exhibit 2a: Daily production in terms of efficiency percentages in spinning de- 
partment of Surrey Textile Company, October, 1923, to June, 1924. 

70% in productive efficiency which had taken place in that month 
(see Exhibit 1). In March there also had been a recurrence of 
absenteeism, an evil which had notably diminished in the period 
from October to February. The psychiatrist pointed out that 
this absenteeism meant that the men were taking their rest 
periods in the form of “missed” days. The whole rest-period 
system, the psychiatrist stated, had never had a fair trial in the 
department, inasmuch as it had not been possible for a worker to 
know as he entered the factory in the morning that he was 
assured of a definite number of rest periods in the day. 

As a result of the conference, the president decided that during 
the month of April the spinning mules should be shut down for 
ro minutes at a time 4 times a day and that during the rest 
periods all hands, including foremen, should lie down and rest 
as they had been instructed to do. The men were to lie down 
beside their machines upon sacking provided for that purpose. 
Few of the executives believed that this alteration of method 
would result in increased production. The men themselves be- 
lieved that the 4o minutes lost by 40 men per day could not be 
recovered. They pointed out that the machines could not be 
speeded up and that “there was no other way of recovering the 
lost time.” 

Nevertheless, production in April showed an improvement on 
March. The March efficiency rating had been 70%; in April it 
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Exhibit 2b: Daily production in terms of efficiency percentages in spinning depart- 
ment of Surrey Textile Company, October, 1923, to June, 1924. 


was 772%. This, while it represented a 714% gain in the com- 
pany’s rating, was actually a 10% improvement. The men had 
had their rests; the pessimistic reveries had again disappeared; 
simultaneously morale had much improved, and the department 
had earned a 214% bonus. In the month of May and there- 
after, the president ordered a return to the system of alternating 
rest periods, with this difference, that each group of three men 
in an alley was to determine for itself the method of alternation, 
the understanding being that every worker was to have at least 
four such periods daily. In May the average efficiency of man- 
hour production was 8014 %; in June it was 85%; in July, 82%; 
in August, 8314%; and in September, 8614%. The irregulari- 
ties in production which Exhibit 2 shows for May resulted from 
the fact that the carding machines were unable to supply the 
spinners with spooled yarn as it was needed. This defect in 
organization was remedied. On the one day in June when pro- 
duction efficiency was comparatively low, 7614%, there was a 
machine breakdown in the department. No figures were available 
to show the average productive efficiency of the spinning depart- 
ment prior to the introduction of the rest periods. It was esti- 
mated, however, to have been at best between 70% and 75%. 

During the course of the investigation, evidence was accumu- 
lated as to the type of revery with which the workers were pre- 
occupied. Instances were found of men who, after four years, 
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still were dwelling upon painful war experiences. Many of the 
workers were preoccupied with domestic difficulties. Individual 
situations were carefully and, as far as possible, thoroughly in- 
vestigated. The investigators reported that four-fifths of the 
employees welcomed such inquiry and counsel. Confidences were 
in every instance respected. In their work with individuals, the 
investigators recognized four general directions of inquiry: the 
personal history of the individual, including his dominant rev- 
eries; his medical history and physical condition; his domestic 
situation; and the effect upon him of his occupation. 

The executives of the company were well pleased with the 
results of the work of the psychiatrist and the introduction of the 
rest periods. The former problem of an emotional or tempera- 
mental labor turnover had ceased to exist. The mill had no diffi- 
culty in holding its workers. In September, 1924, the company 
decided to purchase army cots for the men to use during the rest 
periods, experience having shown that the benefit was directly 
proportional to the completeness of the relaxation. 


ComMMENTARY: It is ordinarily assumed that high productive effi- 
ciency is secured chiefly by close organization of machine operation, 
by careful routing, by vocational selection of workers employed, and 
by task and bonus systems. That these items of organization are of 
high importance must be at once admitted; nevertheless they fail of 
effect unless account be taken of the attitude of the worker. Evidence 
is accumulating which goes to show that the one most important factor 
which determines productive effciency is the mental preoccupation (or 
revery) of the worker as he works. It has become evident that the 
marked effects of regular rest cannot be attributed to the mere elimina- 
tion of physical fatigue. In the first place, the effect shows itself imme- 
diately; whereas, according to C. S. Myers, H. M. Vernon, and other 
investigators, relief from physical fatigue is not expected to show for 
possibly two months. 

In industrial and economic writings much comment has been made 
in recent years on the monotony of machine operation. Some writers 
have claimed that the effect of monotonous work upon the individual 
is exceedingly bad; others have regarded it as negligible. While this 
discussion has served to show that a problem undoubtedly exists some- 
where in this area, it has done little or nothing to define the problem 
clearly or in detail. The investigation of revery seems to show that the 
essential problem consists in the mental preoccupations induced in the 
workers by the conditions of their work. Speaking generally, it may 
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be said that an individual’s daily work or avocation may serve to 
minimize or to intensify any preexisting tendency to pessimistic or 
paranoiac meditation. Everyone, worker or executive, probably carries 
with him a private grief or discontent. Wherever the conditions of 
work are unsuitable physically or mentally, the immediate effect seems 
to be an increase of pessimistic or bitter reflection. The opinion of the 
worker as to the suitability or unsuitability of his working conditions 
is apparently of no value in this respect. A given worker may believe 
that he is content with his job because of the revery that preoccupies 
him. This same revery may nevertheless tend to unfit him as a pro- 
ducer or as a citizen. Even if the worker is not content with his job, 
he is usually as powerless to define the ground or cause of his discontent 
as the executive who commands him. It is not monotony in itself that 
is necessarily bad, but repetitive work under conditions that make for 
the development of pessimistic or other abnormal preoccupation. 

For many years past, the leading psychiatrists of the world have 
called attention to the close relation that obtains between fatigue and 
nervous breakdown, and between habitual revery and neurotic unreason. 
Charcot and Janet, in the latter part of the nineteenth century, showed 
that hysteria is a form of sleepwalking, a mental condition of pre- 
occupation which disregards external reality. In his work upon neu- 
rotic disorders, Janet points out that everyone who suffers fatigue dis- 
plays certain of the typical symptoms of psychasthenia, such as “motor 
agitation, tics, irritability, obsessing revery.”” 

In further description of the form of mental breakdown which he 
terms “psychasthenia,” Janet calls attention to the “lowering of mental 
tension” and “the diminution of the functions which permit action on 
reality and perception of the real.”? To point out that these two char- 
acters do not manifest themselves merely in the psychasthenic men- 
tality is fair comment. All revery or preoccupation is more or less 
“drifting.” The mental tension is lowered and the active perception 
of reality is simultaneously much diminished. The distinction between 
normal revery and its psychasthenic counterpart is found rather in the 
latter part of Janet’s definition—“the substitution of inferior and exag- 
gerated operations in the form of doubts, agitations, anguish, and ob- 
sessing ideas.” Elsewhere* Janet speaks of these abnormal mental states 
as “crises of revery.” Janet is not alone in his assertion of the close 
relation that obtains between habitual revery and so-called “nervous 
breakdown.” In his earliest work® Freud adds the further statement 





2 Janet, Les Névroses, p. 358. 

3 Op. cit., p. 367- 

* Op. cit., p. 79. 

5 Hysteria and Other Psychoneuroses, p. Q. 
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that “the existence of hypnoid states (that is, abnormally pessimistic 
reveries) is the basis and determination of hysteria.” Continuing, he 
says: “We are unable to give anything new concerning the formation 
of the predisposed hypnoid states. We presume that they often develop 
from ‘reveries’ very common to the normal, for which, for example, 
feminine handwork offers so much opportunity.” The implication here 
is clearly that conditions of work, if unsuitable, may transform normal 
reveries into hysterical preoccupation. 

In writing these words more than 30 years ago, Freud was, of course, 
entirely consistent with the strict medical tradition of his time. But in 
these days we have come to see that far better instances than “feminine 
handwork” can be given of the type of occupation which encourages 
the growth of abnormal reveries. Work in the factory or machine shop 
may be varied and interesting; it may also be, and very often is, ex- 
tremely monotonous and depressing. If a person of average ability is 
continuously employed on work of an extremely repetitive type after 
the advent of physical fatigue, a situation is created exactly similar to 
that described by Janet and Freud as liable to give rise to functional 
mental disorder. It is difficult to avoid the conclusion that the most 
fertile cause of industrial and social unrest lies here. 

A further investigation of workers in the spinning department of the 
Surrey Textile Company, in comparison with employees doing similar 
work in other plants, was carried on subsequent to the events described 
in the case. A brief description of this investigation is given here. 

After it had become clear that the original labor-turnover problem 
of the Surrey Textile Company had been, in some degree, solved—and 
with a definite increase of productive efficiency—the investigating group 
determined to compare, if possible, the physical condition of the spinners 
with workers in other mills engaged upon equally repetitive tasks. The 
experiment had been so far successful: it had been based upon an 
inference from Janet’s claim that obsessing revery and difficulty of main- 
taining concentration are mental symptoms of fatigue. There was orig- 
inally evidence of a universal incidence of pessimistic revery throughout 
the spinning department. This disappeared when rest periods were 
instituted. It appeared again when rest periods were stopped; it dis- 
appeared finally when regular rests were allowed. A question suggested 
itself as to whether it was possible to measure anything in the nature 
of diminished organic “tension,” as Janet terms it, in the individual 
during the working day. With this in mind, the investigators deter- 
mined to measure diurnal variations of blood pressure in selected work- 
ers in the spinning department and to compare these measurements with 
diurnal variations of individuals who worked elsewhere. 


What is commonly known nowadays as “blood pressure” is simply 
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the tension within the arteries caused by the heart pumping blood into 
them. The heart is a muscle which can contract very strongly, and, in 
doing so, it forces blood into the arteries. The arteries are elastic and 
stretch slightly to admit the successive waves of blood pumped into 
them by the heart. These successive waves can be felt in the artery 
at the wrist and are known as the “pulse.” This pressure or tension 
within the arteries is necessary to work and health; it is maintained 
chiefly by the contractile power of the heart, the elasticity of the ar- 
teries, and the resistance offered by the smaller arteries and capillaries 
in the limbs and body. The pressure is not the same in different peo- 
ple; it is not always the same in the same individual. When a man 
begins work, his heart begins to beat faster and his blood pressure rises. 
This is necessary, especially if he is doing hard muscular work, because 
the supply of blood to the muscles he is using must be increased. When 
he rests, his blood pressure falls again. So through the day, as a man 
works and rests, his blood pressure rises and falls. 

When a man is sick and goes to see a doctor, the doctor often meas- 
ures his blood pressure. He does this for the same reason that he 
examines heart, lungs, and so on—just to see that every bodily organ 
is working rightly. This is not what was done in the factory. The 
investigators, of course, warned anyone if it seemed that his blood pres- 
sure was too high or too low. But they were mainly interested in 
watching the changes that take place as an individual works. They 
believed that it might be possible to discover the manner in which the 
work that they are doing affects different individuals. If a man is 
doing work too great for his strength, his blood-pressure record will 
show it. 

There are two points measured in taking a blood-pressure measure- 
ment—a high and a low. The highest tension is when the heart is 
actively forcing blood into the arteries; the lowest tension is in the 
short interval when the heart is inactive. In the case of the ordinary 
adult man these pressures are often about 118 and 78 when he is not 
working—they may be higher or lower. What the investigators did 
was to take these two measurements and notice how they vary from 
time to time. They also took careful account of the difference between 
them. The difference between the two numbers given—118 and 78— 
is 40; this is known as the “pulse pressure.” (This is not the pulse 
rate—the number of pulsations per minute.) 

When a man begins work in the morning, his high—or systolic— 
pressure rises and the low—or diastolic—pressure rises with it. As he 
adapts himself to his work and does it with less effort, both pressures 
slowly fall. Just before lunch, his pressures are usually lower than 
they have been. After lunch when he begins work again, his pressures 
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Exhibit 3: Blood-pressure readings of two male workers in spinning department 
of Surrey Textile Company. 


frequently go to the highest point they reach in the day. During the 
afternoon, the changes that occur seem to be determined by the fitness 
of the individual. If a man is equal to his job and accustomed to it, 
his pressures may stay high until he stops work, when they come back 
to the usual level. If he is worried or unwell or unfit for the time 
being, his systolic pressure remains high, but his diastolic pressure 
begins to fall. This shows that the “tone” of his arterial system is 
decreasing as his capacity for continuing to work fails. This is revealed 
by an increasing difference between high and low pressures—an in- 
creasing “pulse pressure.” (See above.) This at least is what measure- 
ments seem to show. 

In the Surrey Textile Company the first measurement was made at 
a time when the piecers were working regularly and well; they had been 
using the regularized rest-period system for a period of 12 months. 
Two men were selected, notable for their physical fitness, their rare use 
of the dispensary, their regularity of attendance, and their efficient 
workmanship. Sixteen measurements were made in the day, by two 
qualified observers. Blood pressures were measured at the end of the 
first working period, on the eighth minute of rest, and on standing up 


SURREY TEXTILE COMPANY tit 


Millimeters of Mercury 








LJ 
of 


Systolic 











EE es PE 7 | eae ea 


IN 
hs 





Exhibit 4: Blood-pressure readings of two male workers in factory not allowing 
rest periods. 

after resting. These measurements were repeated at the second morning 

rest and in the two afternoon rest periods. Measurements were also 

taken of the men lying down and standing up, before and after lunch. 

These measurements involve three major observations; only a selection 

can be presented here. 

Of the two workers selected, “A”? was 51 years of age, of medium 
height, and slight; “B” was 20 years old, 6 feet tall, and of muscular 
build. The diagram shown in Exhibit 3 gives the systolic and dia- 
stolic readings for the morning and afternoon work periods. A dotted 
line has been added to indicate the approximately correct pulse pressure 
(according to the empirical rules of ordinary medical practice and life 
insurance tables). The dotted line indicates what some medical writers 
call the “safety margin.”® The assumption is that when the systolic 
pressure is much above the point indicated by the dotted line, the heart 
is carrying an overload. This is an empirical assumption and must not 
be overemphasized. It was used in the investigation mainly for pur- 
poses of comparison. 

The diagram (Exhibit 3) shows that during the morning and at the 





®See Langdon Brown, The Sympathetic Nervous System in Disease. 
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Exhibit 5: Pulse pressures of two male workers in spinning department of Surrey 
Textile Company. 








end of the first afternoon work period, the pressures of both workers 
were within the so-called “safety margin.” At the end of the second 
afternoon work period A’s systolic pressure had fallen slightly and his 
diastolic had fallen further, with the result that his pulse pressure had 
become greater than that prescribed by the empirical rule. B’s systolic 
pressure rose in the same period, but his diastolic rose proportionately 
so that at a higher pressure he had the same margin as before. Both 
readings probably indicate fatigue;’ but A’s diminished diastolic pres- 
sure shows a greater fatigue—a diminished capacity for maintaining the 
organic integration (or tension) that work demands. 

The second diagram (Exhibit 4) illustrates the variations of blood 
pressure in two male workers in a factory where rest periods were not 
allowed. They worked for 9¥2 hours daily; the measurements shown 
were taken on a Friday after a busy week. Blood-pressure readings 
were taken after 2 hours’ work in the morning, after the lapse of 
another hour and one-half, and at the lunch interval; these readings 
were repeated in the afternoon. A dotted line has again been interpo- 
lated to show the relation of systolic to diastolic pressure prescribed by 
the empirical rule. There are two interesting points to be observed. 





* Cannon interprets a rising systolic in such circumstances as implying fatigue. 
See W. B. Cannon, Bodily Changes in Pain, Hunger, Fear, and Rage. 
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The first is that both workers show a steadily increasing pulse pressure 
as the day goes on. The second, and perhaps more important, point is 
that in one case the increase of pulse pressure is due to the fact that 
the diastolic pressure diminishes throughout the whole afternoon work 
period. ‘This fall in diastolic pressure again suggests a general diminu- 
tion of capacity to maintain the organic tension which work demands. 
It is an interesting fact that this worker was troubled by obsessive 
reveries about his future in the afternoon period. This diagram is char- 
acteristic of many that the investigators obtained in factories where 
rests are not allowed. 

When these readings are compared with the former, there is an inter- 
esting comparison. The next two diagrams (Exhibits 5 and 6) show 
the pulse pressures of the workers during the work periods in the two 
factories. The workers who were allowed to break their work and rest 
for short periods show only one reading above the margin prescribed 
by the empirical rule. The other two show only one reading within it. 

Too much importance must not, however, be attached to this com- 
parison. It chanced that the investigators in this measurement found 
strong confirmation of the method of work they had advised. On other 
occasions they found workers amongst the spinners who showed a pulse 
pressure above the prescribed margin for a large part of the working 
day. The general results of the comparative measurements were never- 
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Exhibit 6: Pulse pressures of two male workers in factory not allowing rest periods. 
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Exhibit 7: Blood-pressure reading of female factory worker. 











theless strongly in favor of the rest-period system in every instance. 

The important suggestion which emerges from the general inquiry 
is that as to the relation between obsessing revery and diminished 
“tension” as shown by a falling diastolic or an increased pulse pressure. 
It would seem that there is some possibility of stating Janet’s generali- 
zation in such terms that fatigue may be detected by organic measure- 
ment. This suggests a possibility that the mental unrest (whatever its 
cause) that shows itself in labor turnover and otherwise may be sim- 
ilarly detected. 

It must, however, be remembered that conditions of work and, by 
inference, managerial policy are not always or even usually responsible. 
To demonstrate this, a diagram is added (Exhibit 7) of the blood pres- 
sures of a female worker, 27 years old, in a factory where 2 rest periods 
of 15 minutes each were allowed in an 8-hour day. In terms of all 
that has been said, her blood pressures look curious until one knows 
that she and her husband had danced until 2 in the morning of the 
same day and had partaken of some “synthetic” fluids during the 
festivities. In the morning her systolic pressure is too high and her 
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diastolic too low (reversing the usual situation). The disturbance is 
metabolic rather than mere muscular fatigue, since as she works her 
organic situation improves and in the afternoon her blood-pressure 
records are normal. Her morning systolic is over 130; in the after- 
noon it varies between 108 and 115. Her morning diastolic pressure 
is not above 68; in the afternoon her vasomotor tone has recovered and 
she is as steadily above 70 as she was formerly below it. With the 
recovery of tone she is able to work without showing an abnormally 
increased pulse pressure. It is interesting to notice even here, however, 
that the obsessive thinking of the morning is interrupted by a 15-minute 
rest period—and by a subsequent 45-minute lunch period. The after- 
noon rest showed her at her normal. 

The general conclusion of the investigating group was that, at a time 
prior to the reorganization of the method of procedure in the spinning 
department, it would probably have been possible to obtain blood- 
pressure records similar in type to those of Exhibits 4 and 6. 


April, 1927 E. M. 


COLLINGTON COMPANY! 
MANUFACTURER—AUTOMOBILE TIRES AND TUBES 


EMPLOYEE TRAINING AND EpucaTioN—Rejection of Plan for Segregated 
Instruction. The turnover among the tire-building force of a rubber 
manufacturer was 65%, whereas that of the entire plant was 43%. The 
higher rate was thought due to discouragement on the part of inex- 
perienced workers, who contrasted their earnings with the wages of 
experienced operatives. Segregated training was discussed as a corrective, 
but was not indorsed because of lack of space and fluctuating produc- 
tion with a consequent variation in the number of persons trained. 


(1924) 


The Collington Company, a manufacturer of automobile tires 
and tubes, employed in September, 1924, 3,557 workers in 40 
departments. Approximately one-fifth of the employees worked 
in the cord-tire department. Labor turnover in that department 
for the year 1923 had been 65%, whereas turnover for the entire 
plant during the same period had been only 43%. An analysis of 
the situation disclosed that turnover in the cord-tire room was 
due mainly to the fact that inexperienced workers left the em- 
ploy of the company within two or three weeks after the date 
of their entrance. The company found that the new workers 
became discouraged because they were not able to produce as 
many tires as did the older workers. That situation led the 
company to contemplate the establishment of a vestibule train- 
ing school where inexperienced workers could be separated from 
the experienced workers and given thorough instruction in the 
building of tires. 

The factory was located in an industrial district having a popu- 
lation of about 200,000. Industry throughout the district was 
diversified, although the largest single class of labor employed 
was a high type of machinist. The company drew on the whole 
district for the bulk of its labor needs; it preferred workers who 
lived near the plant. It had no preference as to nationality. The 
company attempted to hire workers skilled in tire building, but 
when they were scarce, it was willing to train any men who 
were physically able to perform the operations satisfactorily, 





1 Fictitious name. 
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Tnexperienced workers were introduced into the tire room and 
put to work among the skilled operators. 

Cord-tire building involved the assembling of the various 
materials, cut to size, that entered into the finished tire. Those 
materials, delivered to the tire builder in subassembled form, in- 
cluded the “pocket,” the “bead,” and the “cushion, breaker, 
and tread.” The pocket was made up of one or two plies of 
the rubberized fabric. A one-ply pocket was received by the 
builder in flat-strip form. A two-ply pocket, when ready for the 
builder, resembled a large elastic band. To prepare a two-ply 
pocket, the ends of one strip of fabric were folded over and 
cemented together; the midpoint of the second strip was laid 
over the junction of the ends of the first strip; the two strips 
then were turned over on the table, and the ends of the second 
strip folded over and cemented together. 

The bead was the small piece of rubber by which the finished 
tire was secured to the wheel’s rim. The manufacture of the 
bead was a machine operation. 

The cushion, breaker, and tread were three strips of rubber. 
The cushion and the breaker were narrow strips covering the top 
of the tire only, and were designed to absorb some of the shocks. 
The tread was similar in width to the pocket and constituted the 
layer which was later molded into the tread design. Those strips 
were assembled into a single unit ready for the builder. 

The subassembled material and the tire-building equipment 
were laid around a continuous conveyor that ran from one end 
of the room to the other. Subassembled material, ‘“‘air bags,”’ and 
finished tires were all hung on hooks on the conveyor and re- 
moved by those who were to work on them next. One man kept 
the conveyor supplied with air bags of the proper size, and 
another removed the tires as they came around and put them 
on another conveyor which carried them to the heating room. 

Each tire was assembled by one man. Equipment used through- 
out the department had been standardized. The operator ob- 
tained an air bag, inflated to the size called for by the order 
on which he was to work, and fitted the air bag to a disk which 
was revolved by an electric motor. He took the pockets, stretched 
each one on a stretching machine, and placed them, one at a 
time, over the inflated air bag. A coating of cement was applied 
to each pocket. After each pocket was in place, the disk was 
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revolved, and the strips were rolled down the side of the air 
bag by a small roller held by the operator. The bead was placed 
between the first and second pockets. The cushion, breaker, and 
tread strip was cemented over the top pocket and rolled down in 
a manner similar to that employed in rolling down the pockets. 
The tire was then removed from the disk and hung on the con- 
veyor, ready to be sent to the heating room. 

Four or five weeks’ experience usually was necessary before 
the learner overcame his initial awkwardness in handling the 
sticky materials and liquid cement used in the operation. There- 
after his practice increased the coordination of his muscular 
efforts and strengthened those muscles which were used in the 
operation. The learner also found the work fatiguing, since he 
was required to exert a great deal of strength in rolling down the 
sides of the tire so that the cement would take a firm hold. 

Men beginning work in the tire room were paid 45 cents an 
hour, until they could earn more on piecework. Experienced opera- 
tors earned from $7 to $9 a day. New operators usually worked 
in the plant approximately six months before their earnings 
reached that point. They frequently became discouraged when 
they compared their production and earnings with those of a 
worker who had been building tires for several years. The fact 
that they were expending the same amount of strength and 
energy for a smaller return was thought by the company to be 
the principal reason for the turnover of 65% in the cord-tire 
department. 

If a vestibule training school was established and a five weeks’ 
course in tire building given to inexperienced workers, the com- 
pany expected the turnover of tire-room employees to be reduced. 
Close supervision could be given to the new workers, and there 
would be little opportunity for them to compare their wages and 
their output with those of the regular workers. The employment 
manager estimated that it cost the company $150 to train a man 
in tire building. Factors taken into consideration in determining 
that figure were overhead costs, the worker’s low rate of produc- 
tion, and spoiled work. The employment manager believed that 
improved methods of training would reduce this figure as well as 
the turnover percentage. 

There were, however, certain objections to the establishment 
of a vestibule school. The company’s production fluctuated to 
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such an extent that it was likely to have inadequate training 
facilities in times of high production when there would be many 
men to be trained, and excessive training facilities in times of 
depressed shop activity. Adequate training could be given only 
if working conditions in the training school were similar to those 
in the tire room. Exact duplication of conditions would necessi- 
tate the installation not only of tire-building equipment, but also 
of a conveyor system, in the training school. Additional handling 
of materials would be necessary. The company had a well-devised 
routing system and utilized conveyors, supplemented by trucks 
and elevators, for carrying materials from one department to 
another. There was no vacant space adjacent to the producing 
departments, in which to start a training school, unless encroach- 
ments were made on the space occupied by regular equipment. 

The company decided to continue the training of new workers 
in the tire room. Inadequate space and fluctuations in the num- 
ber of new workers necessary were given as the chief reasons for 
not establishing a vestibule school. 


CoMMENTARY: From the figures presented in this case, it appears 
that the company had 450 tire builders under training in 1924. The 
estimated cost of replacing a tire builder was $150. Not all the novices 
remained throughout the training period, so that the cost of labor turn- 
over in the tire-building department, while large, probably was less 
than $67,500. A more exact indication of that cost would have been 
desirable, but the loss was sufficiently great to warrant a determined 
effort to reduce it. 

The executives of the Collington Company thought that segregated 
training would have reduced labor turnover among tire builders to some 
extent, but naturally they could mention no specific estimate. The 
high labor turnover that existed among the tire builders was attributed 
by the executives to the fact that the learners in that group could 
contrast their earnings easily with the higher wages of experienced 
operatives. 

But that comparison might have furnished an incentive to the learn- 
ers. If the comparison was discouraging rather than energizing, the true 
difficulty was that progress was not being made by the learners to 
their satisfaction. It is the reviewer’s belief that more intensive training 
was necessary to reduce the labor turnover in the Collington Company’s 
tire-building department. The location of learners was a secondary 
consideration. 


7 450 X $150 = $67,500. 
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Building a tire is exacting work. The operative is required to exert 
his strength, his dexterity, and his judgment. His care is reflected in 
the product—perhaps not superficially but in its dependability in use. 
Correct processing methods and standards of quality should be learned 
by the operative at the outset. Intensive supervision at that time is 
necessary for these reasons and also to reduce the period of instruction 
so that tire-building equipment may be used more intensively. 

Apparently, the starting rate paid to learners was adequate. The 
company reported no difficulty in obtaining novices to learn tire 
building. 

Lack of space for a vestibule school would not have prevented an 
intensive training experiment on a small scale in the tire-building room. 
The men undergoing training should have been confined within a definite 
section of the department to facilitate intensive supervision. One in- 
structor, and only as many learners as he could supervise, should have 
been included in that experiment, which would have permitted the 
campany to judge the merits of intensive training. 

This arrangement would have set no definite limit to the training 
section, which could have been expanded or contracted to accommodate 
the varying number of persons undergoing training. Since the tire- 
building equipment was standardized, at the completion of the intensive 
training period learners could have been transferred readily from 
machines used for training purposes to those regularly used by ex- 
perienced operatives. 


December, 1925 TW: 


TirpurY MANUFACTURING ComMPANY! 2? 
MANUFACTURER—PAPER NOVELTIES AND STATIONERS’ SUPPLIES 


EMPLOYEE TRAINING AND EpucATION—Training Department Established. In 
1919 the increased volume of orders received by a company manu- 
facturing paper novelties and stationers’ supplies necessitated a rapid 
expansion of its working force. Semiskilled workers formerly had been 
taught by foremen. The pressure of the work required the foremen’s 
attention for processing problems, and the company, therefore, estab- 
lished a training department to instruct workers in certain tasks. 


EMPLOYEE TRAINING AND EpucATioN—IJnstruction in Certain Tasks Not 
Segregated. Not all the employee training conducted by a company 
manufacturing paper novelties and stationers’ supplies was segregated in 
its training department. Tasks performed in connection with expensive 
equipment that was difficult to move and that was utilized only part time 
for training purposes, were not taught in the training department. 


EMPLOYEE TRAINING AND EpucATION—Teachers from Company Organization 
More Satisfactory than Teachers from Vocational Schools. A company 
manufacturing paper novelties and stationers’ supplies conducted a 
training department for employees. The company’s experience, although 
limited, was that former operatives were effective teachers of precise 
processing methods, but lacked patience and ability to instruct verbally. 
Teachers obtained from vocational schools possessed more agreeable 
personal qualities, but were not so insistent upon detailed methods. The 
company, because of the quality of its products, desired teachers who 
insisted upon the prescribed methods. 


EMPLOYEE TRAINING AND Epucation—WNovices Trained on Materials In- 
tended for Shipment to Customers. Although the policy involved addi- 
tional planning and at times delayed learners’ advancements in its 
vestibule school, a company manufacturing paper novelties and sta- 
tioners’ supplies decided to train operatives on materials intended for 
shipment to customers. That policy was thought to improve the atti- 
tude of the novices toward their work and it permitted the application 
of the same quality standards that were applied in production de- 
partments. The variety of the company’s products enabled it to adopt 
this plan. 

(1919-1924) 


In 1919 the Tilbury Manufacturing Company, producing paper 
novelties and stationers’ supplies, experienced a large increase in 
the volume of customers’ orders. That increase, together with 


1 Fictitious name. 
2See also Tilbury Manufacturing Company, page 131 following. 
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the increased labor turnover resulting from the existing active 
demand for labor, necessitated the employment and training of 
more workers than the company previously had hired in a period 
of equal length. As a means for meeting the situation, the com- 
pany’s executives considered the practicability of establishing a 
functionalized training department in the plant. 

Before 1919 the training of new workers had been conducted 
in the various manufacturing departments under the supervision 
of department superintendents and foremen. The work force was 
large and required a substantial number of new workers to re- 
place operatives who left and to provide for normal expansion. 
The training problem assumed large proportions in the organiza- 
tion, even under normal conditions. 

The executives appointed one of their number to make a sur- 
vey of the problem and to present constructive recommendations. 
After his investigation this executive recommended that training 
regularly be given in nine operations. These were chosen because 
it was expected that the present and future labor needs of the 
company would absorb from each of the nine courses more than 
enough learners to justify the overhead expense of functionalized 
training. 

Of the nine operations mentioned, six were performed by 
women and girls; all these required manual dexterity. These 
tasks were hand box making, machine box making, fancy box 
covering, box lining, label cutting, and packing. In the making 
of boxes by hand, an operator received the cardboard and the 
paper already cut to size. She brushed the inner surface of the 
paper with glue, folded the cardboard to form the box, and 
glued the paper to it. In making boxes by machine, the operators 
worked in groups of three; one girl ran the paper through the 
gluing machine, the second fed the cardboard and the glued 
paper to the box-making machine, and the third inspected and 
stacked the product after the second operation was completed. 
Beginners on machine box making were required to perform all 
three operations before they were regarded as qualified machine 
box makers. In leather-case covering, the operator received the 
leather cut to size and glued it to small wooden boxes. Those 
cases were lined by hand, with velvet or cloth, and sold mainly 
to jewelers. The cutting of gummed labels was done with a 
mallet and die. A specified number of sheets of gummed paper 
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were used so that each cutting of the die severed a definite num- 
ber of labels. When the die contained the proper number of labels 
they were discharged from the die and packed in a container. 
Packers assembled the requisite number of tags, placed them in 
containers, and packed the containers into cartons for shipment. 

The other three occupations in which the executive recom- 
mended that training be given were filled by men; these were 
type setting, tag printing, and Meisel-press printing. Hand com- 
position required a complete familiarity with the various sizes 
and classes of type used by the company in the printing of tags. 
The men were taught how to set up type preparatory to its use in 
the tag presses. Tag printing was a machine process. Tag presses 
varied in size from small, single-purpose machines which printed 
one color of ink on one side of a tag, to multiple-purpose machines 
which cut the tags from rolled stock, printed on both sides in two 
or more colors, and numbered the tags consecutively. Men were 
started at work on the single-purpose machines and progressed 
to other types as the quality of their work warranted. The 
Meisel press printed colors rather than numbers and letters. Both 
tag printing and Meisel-press printing required familiarity with 
the various adjustments of the machines, in order that all letters, 
numbers, and colors should be in line. 

The length of the training period varied between the tasks 
taught. Hand box makers, leather-case coverers, and box liners 
were in training for approximately one year, the machine box 
makers and gummed-label cutters about six months, and packers 
six weeks. Compositors were trained for from one to one and 
one-half years, and operators of Meisel presses about one year. 
Training in the operation of the series of tag presses also was 
completed in about a year. Training periods were not fixed at 
specified lengths of time; flexible terms allowed for the varying 
capabilities of individuals. 

The Tilbury Manufacturing Company was the only manufac- 
turer of stationers’ supplies and paper novelties in the labor 
market from which it obtained its work force. The company 
expected to have approximately 50 workers in training continu- 
ously. It had 7,200 square feet of floor space available for a 
vestibule school, with the possibility of an additional area of 
2,500 square feet if expansion was found to be necessary. The 
space containing 7,200 square feet was insufficient to provide for 
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the full training program. A complete tag press unit which con- 
tained multiple-purpose, as well as single-purpose, machines, 
would not provide for training enough workers to justify the 
space required by such a unit. The space thus occupied would 
be more valuable for apparatus to be used in teaching other 
operations. Meisel presses likewise required a large amount of 
floor space per unit of equipment. Tag presses and Meisel 
presses, furthermore, incurred heavier overhead expenses than 
the other equipment. The equipment for the other operations 
would not limit so drastically the number of workers who could 
be trained. 

The Tilbury Manufacturing Company had made progress in 
coordinating production and sales. The demand for many of the 
company’s products was distinctly seasonal, but production had 
been so planned that seasonal fluctuation in the company’s sales 
as a whole had been practically eliminated. A functional planning 
department scheduled orders to individual groups of machines 
and equipment within the various departments. “Due-in” and 
“due-out” dates were set for each department through which an 
order passed. Salesmen received weekly summaries of orders at 
the plant either in process or in the files of the schedule clerks. 
Orders were scheduled in the planning department so that prom- 
ised delivery dates could be met. At times, equipment in the 
regular production departments which was being used for train- 
ing had been assigned by the planning department to process 
rush orders. This had resulted in disruption of the new workers’ 
progress on those machines. The planning department had found 
it difficult to schedule orders to the new workers because only 
rough estimates could be made of their expected performance. 

Materials in process were easily transported; all the products 
could be handled in bulk in boxes. An extra trucker was thought 
necessary, in case a vestibule school should be established, to 
transfer materials to and from that department. 

Further considerations in favor of segregated training were 
that materials could be routed directly to the training school, 
and the training staff would attend to the planning of work 
within that department; noise in several departments rendered 
them unsuitable for intensive supervision during the training 
period; experienced employees had been known to scoff at 
changes in methods that had been taught newcomers; frequent 
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and irregular changes from machine to machine to accomplish the 
training program had resulted in confusion and lost time in the 
production departments. This was the case particularly when the 
plant was operating at capacity. 

The offsetting features of the program were that division of 
equipment might result in inadequate or excessive facilities in 
either location, as a result of fluctuations in orders and in the 
numbers trained at different timés; the atmosphere of a training 
department, moreover, would not be quite that of the shop, hence 
a process of adjustment would have to be undergone by the 
learners when they were transferred from the school. 

The company decided to establish a vestibule school in order 
that the high standards of quality demanded in the producing 
departments might be maintained during the training period. 
Training was to be centralized, with the exception of tag-press 
and Meisel-press work, which would be continued in the produc- 
ing departments under the supervision of instructors who were 
responsible to the training department. Equipment similar to 
that used in the regular production departments was installed in 
the training school. Operating conditions, such as heat, light, 
safety devices, and the space between the machines and tables, 
also were patterned after those departments. 

No additional machinery was purchased expressly to equip the 
training school. Most of the machinery in the school had been 
transferred from producing departments. New equipment bought 
at the time was to increase the capacity of the plant. 

In building up its training organization the Tilbury Manufac- 
turing Company sought instructors with the following qualifica- 
tions: a knowledge of the operations to be taught, the ability to 
perform the task according to the proper standards of speed and 
quality, teaching ability, agreeable personality, evenness of tem- 
per, and tact. 

After using teachers from its production departments and from 
the staffs of industrial schools, the company found contrasting 
tendencies on the part of the two groups of teachers in giving 
instruction. Those who had been expert operatives in the pro- 
duction departments had a complete knowledge of the operations, 
but in many instances did not have the patience, tact, and ability 
to impart that knowledge to others. Their most common failing 
was impatience with learners who failed to acquire the proper 
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motions readily. Teachers from industrial schools, in the com- 
pany’s experience, managed the learners more tactfully, but they 
did not take sufficient pains to teach the minute features of the 
several tasks thoroughly. In filling vacancies on the instruction 
staff, the company turned first to operatives of intelligence and 
agreeable personality. The executives believed that the quality of 
product would be safeguarded best by intensive training in 
methods of manipulating materials and equipment. 

Applicants for training were selected by the employment de- 
partment in cooperation with the director of training. A study 
was made of the qualifications and aptitudes desirable in appli- 
cants. The findings were summarized in “job specifications,” 
which were of assistance in selecting learners. 

Teaching methods were intensive in character. Instructors 
were present to demonstrate processing motions and to prevent 
the formation of inefficient habits of work. Special attention was 
given to quality. A box that showed a smudge of dried glue, for 
example, was not accepted. Instruction manuals for the use of 
learners and new instructors were prepared by the training staff 
in cooperation with the best workers in the production depart- 
ments and with members of the rate-setting department. A com- 
plete description of the methods of performing the several tasks 
was included in the manuals. They also explained the use 
of time tickets, checking in and out of the plant, and the wage 
system in use. Learners were questioned regarding the general 
information relating to shop rules contained in the manuals. 

An issue that presented itself was whether learners should work 
upon products for customers or be given material that would be 
discarded after its use for training purposes. The executives in 
charge of the training program believed that training upon ma- 
terial destined for customers, by placing responsibility upon the 
learners at once, led them to exercise more care in their work 
than if its results subsequently were to be destroyed. The various 
grades of the company’s products in each line permitted it to 
adopt this policy. 

This decision involved one serious difficulty, in that it was 
not always possible to assign sufficient orders for the types of 
work necessary to bring about the progressive advancement of 
each learner without delay and according to the established se- 
quence of instructional tasks. Although the school attempted to 
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start the learners on elementary work and advance them to higher 
grades when proficiency had been attained, orders were not always 
available, and the instructors often had to give a novice ad- 
vanced work. The result was a high ratio of rejections and ir- 
regular earnings, which sometimes discouraged the new workers. 
Even with orders available, additional planning was necessary 
by the training-school staff and the plant planning department to 
provide stock for learners. Since workers in the training school 
were allowed a wide variation in processing time, the planning 
department preferred to route orders for early delivery to the 
production departments rather than to the training department. 

An important, favorable result of this decision, however, was 
that the same quality standards could be applied to the work of 
the training school that were applied to production in the shop. 
Regular inspectors passed upon training-school output, and thus 
the novices became acquainted at the outset with the operation 
of the company’s inspection system. 

In 1924 the company’s training staff believed that its system 
of paying learners offered insufficient incentive to increase produc- 
tion during the training period. 

The men in the training school were paid on a straight-time 
basis. They started at $12 a week and their wages were raised 
at the discretion of their supervisors. At the end of the training 
period their wages averaged $22 a week. An indication of in- 
creases in efficiency of printers’ apprentices could be obtained by 
checking against standards the actual time taken for setting up 
the various jobs. The number of impressions per hour was 
checked against standards. Types of jobs were considered in 
recording learners’ progress. In tag printing and Meisel-press 
printing, rate of production depended mainly on the speed of 
the machines. The jobs done on these presses, as well as the 
tasks assigned hand compositors, had many variations. More- 
over, the compositors were allowed time to become familiar with 
the different sizes of type used and to gain experience in reading 
proof. 

Girls in the training school made only those products upon 
which standards had been set. The girls were started on class 
C work and progressed through the other classes as their effi- 
ciency increased. They were given a base rate of $8 and were 
guaranteed total earnings of $12 on all jobs except gummed-label 
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cutting, which carried a $13.50 guaranteed wage. Their wages 
were computed according to the system effective in the plant. 
They earned from $16 to $19 a week when they were promoted 
to the regular production departments. 

Many of the girls were content with the guaranteed wage, and 
had no desire to increase their earnings by increased production 
unless forced to do so by the instructors. 

Production on operations performed by the girls was capable 
of measurement. For five years, the training office had kept, in 
chart form, records of each girl’s production, earnings, and atten- 





3 For those tasks which had been standardized and were performed by the women 
and girls, the company had devised a novel method of wage payment. Production 
for which standards had been set was divided into four classes, on the basis of skill 
and fatigue, as follows: class C easy, class B medium hard, class A hard, and class 
AA for a few tasks that required much skill and good physique. The rating of tasks 
according to these classes was made by the classification committee, composed of 
representatives of both the management and the employees. The employee 
representatives were appointed by the works council. Wages were determined 
according to two rates: a base rate and a class rate. When a girl was given 
employment at the company’s plant, she was assigned a base rate. This was 
raised only as her length of service and value to the company merited it, and was 
subject to adjustment if pronounced changes took place in the current rate of 
wages of the community or in the cost of living. This base rate varied between 
workers, from $8 to $12 a week. The class rates were: class AA $10.50 a week, 
class A $8.50 a week, class B $6.50 a week, and class C $5. If a worker completed 
her task in less than the standard time, she was paid for that standard time at the 
class re’>, for the time taken at the base rate, and for the time saved at the base 
rate. If she took more time than was allowed for the task, she was paid for the 
standard time at the class rate and for the time taken at the base rate. The 
standard, determined by multiplying the number of pieces to be made by the 
standard time taken to make one piece, was recorded in the rate-setting department. 
The following table illustrates the computation of wages. 
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dance. A general trend had been ascertained for the entire train- 
ing school. It was found that production increased gradually at 
first, then for a time remained on the same level or increased 
slightly, and toward the end of training increased until the girls 
showed sufficient improvement to be transferred to regular pro- 
duction. The trend during the intermediate period often was 
punctuated by fluctuations due to changes in the class of work 
given to the girls. 

Several executives of the company believed that another in- 
centive, not necessarily a wage incentive, was necessary if the 
new workers, particularly the girls, were to increase their pro- 
duction regularly from the start. With that in mind, the manager 
of the rate-setting department had worked out a plan which pro- 
vided that a standard task for the day was to be set for each 
worker in the training school. When that task was completed, 
the worker was to be allowed to leave the factory. Wages were to 
be paid on the same bases as previously. The proponents of this 
method expected that production would be increased regularly and 
steadily and that the training period would be shortened. Appli- 
cation of the method was deferred because standards had not 
been set for all operations taught in the training department and 
because there were differences of opinion among the executives 
regarding its value. 


ComMMENTARY: This case deals chiefly with the technique of job 
instruction. Specific tasks, not trades, were taught in the company’s 
training department. No doubt the need for labor was such that the 
costs of vestibule school instruction, for the time being, were a neces- 
sary and a profitable outlay. 

It will be noted that two occupations were not taught within the 
training school. Those were performed in connection with expensive 
equipment that was used only intermittently for training purposes. 
Similar conditions frequently prevent segregated training, whatever its 
other merits. 

The Tilbury Manufacturing Company could not hire a number of 
skilled operatives sufficient for its needs. It was the only manufacturer 
of paper novelties and stationers’ supplies in the locality; moreover, the 
operators that were trained in the vestibule school were chiefly young 
women whose period of work in industry, generally speaking, is brief. 
The company anticipated that it would have to replace a substantial 
percentage of these workers annually. 
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The practices followed in this training school were developed with 
care, and the considerations which influenced the company to adopt 
those practices merit the attention of other employers faced with a 
substantially similar problem. 

There were serious disadvantages, however, in the proposed incen- 
tive plan. That plan proposed to hold forth leisure as the reward for 
increased effort on the part of operators. The incentive effective in 
the plant was increased earnings. Upon transfer to regular work, 
therefore, the learner would have a changed incentive for increasing 
output; the regular hours imposed in the plant departments, more- 
over, might prove irksome. So far as possible, working conditions dur- 
ing a training period should approximate those surrounding subsequent 
employment. In that way, the novice learns the work under repre- 
sentative conditions. 


July, 1926 J. W. R. 


TILBURY MANUFACTURING ComMPANY! 
MANUFACTURER—PAPER NOVELTIES AND STATIONERS’ SUPPLIES 


EMPLOYEE TRAINING AND EDUCATION—Segregated Instruction Discontinued. 
After a company manufacturing paper novelties and stationers’ supplies 
ceased to be obliged to train a relatively large number of new em- 
ployees each month, it discontinued its segregated training school. 
Training in the vestibule school had been delayed at times because de- 
partment heads did not wish to send to it material which had an early 
and definite delivery date; the foremen had questioned the ability of 
workers trained in the vestibule school; and those workers had been con- 
fused and disturbed when transferred from the school to the producing 
departments. Upon the discontinuance of the school, the foremen, with 
the assistance of full-time or part-time instructors under their charge, 
and with advice from a staff specialist, trained the novices then 
employed. 

(1926) 

In 1924 the Tilbury Manufacturing Company, which manu- 
factured novelties and stationers’ supplies, examined critically the 
labor policies that it had established during the period of labor 
shortage from 1916 to 1920. In 1919 the company’s increased 
volume of orders had necessitated a rapid expansion of its work- 
ing force. At the same time, the company’s rate of labor turnover 
was abnormally large. The pressure of the work required the 
foremen’s attention to be directed to processing problems, and 
the company therefore established a vestibule school in which 
nine types of work were taught.? Before 1919 the training of 
new workers had been conducted in the various manufacturing 
departments under the supervision of department superintendents 
and foremen. 

In 1924 the chief reason for the vestibule school no longer 
existed. The company’s organization had ceased to grow rapidly, 
and the rate of its labor turnover was low. The foremen, there- 
fore, were not so overburdened with emergency orders as they 
had been when the segregated training plan was adopted. The 
company had found that a number of the foremen lacked con- 
fidence in the employees trained in the vestibule school. Most of 





1 Fictitious name. 
2 See Tilbury Manufacturing Company, page 121 above. 
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the shop executives were of more exacting manner than the in- 
structors in the training school; most of the shop departments 
were less quiet and orderly than the training room. Conse- 
quently, when new employees who had been trained in the school 
were assigned to factory departments, the change in operating 
conditions confused them for a time, reduced their operating 
effectiveness, and prejudiced the foremen against them. Con- 
siderable expense had been involved in planning and routing work 
to the training school. The school heads did not wish to assume 
responsibility for the time of delivery of a given batch of material, 
since they did not wish to rush novices under instruction. Some 
of the producing departments, therefore, were unwilling to route 
to the vestibule school material which had a definite “due date.” 
As a result, the school at times did not have enough materials for 
teaching purposes. 

Recourse to the training department as a source of employees 
had been optional on the part of the line executives. A number 
of the departments had experienced only gradual growth or change 
and some also contained work which could be mastered in a few 
days by the novice. These departments did not call upon the 
school for assistance. 

Up to 1924 the cost of the training department had been dis- 
tributed generally over all factory departments. In that year 
this procedure was changed and departments which used the 
training school were charged with its expense. When this account- 
ing change was made, several department heads volunteered to 
take over the training work as a part of their regular duties. 
The overhead expense of the vestibule school was considerably 
more than the overhead costs of training in the producing 
departments. 

In 1925 the company decided that the vestibule school no 
longer was the most economical method of training employees. 
The company recognized that the line executives who under this 
decision were to resume the administration of formal training 
activities might slight the training of some novices. Such neglect 
might arise if the foremen assigned to production work the in- 
structors transferred to their departments. The company be- 
lieved, however, that maladjustments of this type would not con- 
tinue. A training specialist, who occupied a staff position, was 
retained as an advisor to the foremen in their training problems. 
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In the first few months after segregated instruction was 
abolished, the company found that it was able to reduce the 
number of instructors and that the morale of the novices was 
improved. The novices no longer had to readjust themselves to 
shop conditions when advanced from the vestibule school. The 
novices were kept supplied with material. This was possible even 
in the case of definitely promised orders, for if such an order 
appeared likely to be held up by novices’ lack of skill, the depart- 
ment head could reroute it to expert workers and thus have it 
processed prior to the “due date.” There was less handling of 
material and the special training department planning room was 
abolished. Space cost of training was reduced; the vestibule 
school equipment was put back into the producing departments 
and the area that had been used by the vestibule school was 
assignable for other purposes. The foremen felt an increased 
responsibility for training employees and no longer were able to 
criticize the methods of a training department for the failure of 
novices under their charge. 


CoMMENTARY: ‘The decision of the company to discontinue segre- 
gated training reflected the changed conditions of its business and of 
the labor market. The force was more stable and there was much 
less training to be done in 1925 than in 1919. The changed’ method 
of accounting for training costs unquestionably had some influence in 
causing a few supervisors to volunteer to take over again the training 
function. The unwillingness of department heads to assign to the 
school material which had a definite delivery date was a serious obstacle 
to the school’s success. Absence of raw material in the training school 
as a result of this condition prolonged the period of training there and 
added to its expense. 

Operating conditions of the producing departments were not dupli- 
cated in the vestibule school, and no doubt a number of persons who 
became discontented with conditions in the producing departments 
after transfer left the employ of the company. When training is con- 
ducted in the operating department, the employee is confronted imme- 
diately with the conditions of his regular employment and he can 
make up his mind at an early date whether he wishes to continue upon 
the work. 

The experience of several manufacturers with segregated training 
has been that upon transfer from the vestibule school employees must 
readjust themselves to conditions in the producing departments. This 
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problem apparently is more serious with women than with men. 

A new worker and his prospective foreman should meet as soon after 
the worker has been hired as is conveniently possible. If this meeting 
is deferred until after the vestibule training period and either the 
worker or the foreman is dissatisfied with the other, the firm loses the 
investment in training and the employee loses the time spent in learn- 
ing. For this reason, employee training conducted in a segregated 
department or specially reserved area should be under the personal, 
even though general, supervision of the department head for whom the 
novice later is to work. 


October, 1926 J. W. Rs 


TUCKERMAN MACHINERY Company! 
MANUFACTURER—MACHINERY 


EMPLOYEE TRAINING AND EpucaTion—Practices Developed in Training Ap- 
prentice Craftsmen. A company manufacturing machinery, after 70 
years’ experience with apprentice courses, had developed certain prac- 
tices in connection with those courses. These included a preliminary 
trial period, initial deposit by the apprentice, a formal indenture at 
the close of the probationary period, increased wages as the apprentice 
progressed, instruction in related technical subjects, and systematic 
assignment of graduated work. 


EMPLOYEE TRAINING AND EpucatioN—Methods to Increase Applications for 
Apprentice Training. From 1919 to 1924, a machinery manufacturing 
company found that few boys wished to enter its apprentice course 
for molders, doubtless because of the arduous nature of the work, the 
disagreeable physical environment in foundries generally, and the higher 
rates of wages for semiskilled and more easily learned employments. As 
a corrective measure, the company solicited apprentice molders in 
near-by towns and invited parents to inspect its foundry and training 
methods. 


(1924) 

For 70 years, the Tuckerman Machinery Company had con- 
ducted apprentice courses, lasting for from 114 years to 4 years, 
for the training of machinists, draftsmen, pattern makers, molders, 
core makers, and blacksmiths. Until 1920 the company had 
experienced no difficulty in recruiting boys to enter these courses. 
During the period from 1920 to 1924, however, few boys had 
made applications to enter the courses in molding and core mak- 
ing, which were given in the foundry. The company deemed it 
advisable to increase the number of foundry apprentices, but, up 
to December, 1924, had not succeeded in doing so. 

The company manufactured textile machinery, was located in 
a city of 175,000 population, and in December, 1924, was em- 
ploying approximately 5,000 workers. 

At that time, there were 100 boys from 16 to 21 years of age 
taking the company’s courses: 6 were taking the course for 
molders, 8 that for core makers, 5 that for pattern makers, 20 
that for draftsmen, 4 were studying to be screw-machine opera- 
tors, and 57 to be machinists. 





1 Fictitious name. 
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The purpose of the company’s apprentice courses was to edu- 
cate young men in all phases of their chosen trades so that they 
could qualify with the company as skilled workers and as leaders 
of those who had not had the opporturtity to obtain a varied 
training. The apprentices were trained to be able to fill positions 
of responsibility, and could look forward to promotions. In the 
past, the company’s apprentices had proved to be valuable addi- 
tions to its force. Several of the department foremen and many 
of the section foremen were graduates of the apprentice courses. 
Responsible positions under the factory superintendent and in 
the drafting, engineering, and sales departments also were held 
by former apprentices. All graduates had attained a degree of 
skill for which there was a demand in other factories manufac- 
turing machinery. 

A grammar-school education was a prerequisite for all courses; 
for drafting, a boy had to have, in addition, an education equiva- 
lent to that necessary for successful completion of the course in 
the technical high school of the city in which the plant was 
located. 

Each boy who desired to enter the plant of the Tuckerman 
Machinery Company and who had the required prerequisites was 
given a preliminary examination to test his knowledge of simple 
mathematics, including fractions, decimals, percentage, ratio and 
proportion, square root, and mensuration. The examination was 
given at the factory, unless the boy lived out of town. In that 
case, the company made provision for conducting the examination 
near the boy’s home. If the results of the examination and the 
references submitted were satisfactory, the company set a date 
at which the boy was to enter the course. 

The first 12 weeks after a boy enrolled in a course constituted 
a trial period. If the boy’s work was satisfactory, that period 
became a part of the first year of apprenticeship. At the end of 
the period, the boy, if satisfactory, signed a contract in conjunc- 
tion with his parents and an official of the company indenturing 
him to the company for the specified term of his apprenticeship. 
When he signed the contract, the apprentice paid a fee, as an 
evidence of good faith. He forfeited this fee if he did not fulfill 
his contractual obligations. At the time of graduation, the 
company paid each apprentice a bonus, which had been promised 
him when the course commenced and which was considerably in 
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excess of the original fee. Length of service and wage rates for 
the different courses are given in Exhibit 1. 

The company believed that the formal agreement and the pay- 
ment of a fee were necessary, in order to discourage the enroll- 
ment of boys who would not complete the courses. A boy who 
lived at home could save enough of his earnings during the three 


EXHIBIT 1 
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TUCKERMAN MACHINERY COMPANY 
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months of the trial period to pay his entrance fee when the con- 
tract was signed. The company permitted boys who were unable 
to make full payment at that time to pay in weekly installments. 
The fee varied according to the length of the training period. 
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The fee for machinists and pattern makers was $50 and the 
bonus paid them upon completion of the course was $150; the 
fee for draftsmen was $25, and the bonus $75; for molders and 
blacksmiths, the fee was $25 and the bonus $100; for core 
makers the fee was $25 and the bonus $50. At the end of the 
trial period, machinists and molders had to buy tools which cost 
them $13 and $19, respectively; the company furnished tools dur- 
ing the trial period. 

Apprentices were given opportunities to increase their earnings 
beyond the regular rates. During part of the apprenticeship, all 
apprentices except draftsmen and blacksmiths were given piece- 
work. For this piecework the boys were paid at three-fourths the 
piece rates given the regular workers for the same type of work. 
The piecework jobs given the boys were short, no apprentice 
being permitted to work on the same sort of job longer than was 
necessary for him to acquire a complete knowledge of the work. 
The company believed that piecework developed in the boy a 
spirit of industry not to be gained so readily in any other way. 
The company also paid an additional, “merit” wage to those ap- 
prentices whose rating, based upon the quality of their work, 
their scholarship, and their deportment, was “excellent.” 

Training under the company’s apprentice system was con- 
ducted in the manufacturing departments. The boys were trans- 
ferred from one department to another according to a schedule; 
boys learning the machinist’s trade were transferred most fre- 
quently. The apprentices started on simple operations and ad- 
vanced gradually to work which required a high degree of skill. 
They were given the opportunity to observe how operations were 
performed by working beside the trained and experienced work- 
men. ‘Transfer from department to department brought the 
apprentices to the notice of many of the foremen, whose acquaint- 
ance with the boys aided the company in estimating their progress 
in their chosen trades and their aptitudes for the work. 

The boys were given a thorough training in all phases of their 
chosen trades. Machinist apprentices studied centering, lathe 
work, drilling, both by the use of jigs and where laying out the 
work was required”, milling, fitting, assembling, screw cutting, 





* Drilling by the use of a jig involved setting up the machine according to the 
requirements of a blue print. No measurements on the material were necessary to 
determine the place to be drilled. Where there was no provision for a jig on the 
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repair work, screw-machine operating, and toolmaking. Boys in 
the drafting course studied a variety of work which included the 
designing of parts for all machines manufactured by the com- 
pany. Pattern makers, in addition to making forms from the 
specifications of the designing department, spent a portion of 
their training period in the foundry. Molding apprentices were 
given experience in floor molding, bench molding, core making, 
and cupola practice’. The work of core makers, on both light 
and heavy cores, included trimming and baking. Blacksmiths 
were taught both hand and drop forging. Screw-machine oper- 
ators were taught to be specialists on operating all types of screw 
machines. The screw-machine department was functional in that 
it produced parts for all other direct manufacturing departments 
in the factory. 

There was classroom work in connection with all the courses. 
Instruction was given in machine-shop mathematics, including 
linear and angular measurement, the calculation of screw threads, 
gearing, feeds and speeds of machinery, and indexing. The draft- 
ing of jigs, fixtures, cams, and other mechanisms also was taught. 
Lesson sheets were provided which became the property of the 
apprentices after they had completed their terms. Instruction 
was based upon problems arising in the shops. Those problems 
were presented in regular sequence as to subject and difficulty of 
solution. Algebra, geometry, and trigonometry were not studied 
as such, but only in so far as they applied to shop practice. The 
amount of instruction given in the different courses depended 
upon the nature of the problems to be presented. 

The administration of the apprentice work was centralized in 
an apprentice department directed by a supervisor, who had 
charge of the welfare of the boys outside as well as inside the 
plant. Under him were office assistants, class instructors, and 
shop instructors. The shop instructors did not relieve the fore- 
men of any responsibility in the training of the boys, but assisted 
both boys and foremen. 

The company safeguarded machinery and other points of 





machine, the operator had to determine the point to be drilled in the material from 
the dimensions specified in the blue print. 

8 The cupola is the shaft furnace in which pig iron is melted preparatory to cast- 
ing. Pig iron, coke, and limestone are charged into the cupola near the top of its 
stack. The melted iron is drawn off at the base of the cupola. 
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danger throughout the factory. Instruction in safe methods of 
working was a part of the curriculum and was stressed at all 
times. The factory was kept thoroughly clean and was painted 
and whitewashed once a year. For the treatment of illness and 
injuries which occurred during hours of work, the company pro- 
vided a well-equipped dispensary with physicians and nurses in 
attendance throughout the day. For the accommodation of ap- 
prentices who came from out of town, the company maintained 
a dormitory, charging a nominal fee for the rooms. In addition, 
the company kept a list of rooming and boarding places near the 
plant for the benefit of these apprentices. The company encour- 
aged the boys to enroll in the evening classes of the local Y.M. 
C.A. and the local evening high school. Those institutions gave 
courses in mechanical drawing and mathematics. To develop 
character, resourcefulness, and initiative, the company encour- 
aged the apprentices to take part in its athletic activities, to 
participate in the shop cooperative savings and insurance plan, 
and to read technical periodicals and trade papers. Supplemental 
instruction in the form of lectures by men outside the company’s 
organization gave the apprentices a knowledge of subjects of 
general interest. 

Prior to 1919, the Tuckerman Machinery Company never had 
experienced difficulty in recruiting boys for the various apprentice 
courses. —The company had been accustomed to keep on file a 
waiting list of all applicants and to assign a specific date upon 
which each boy was to enter his chosen course. In 1919, how- 
ever, the company became aware of a shortage in foundry ap- 
prentices. This shortage continued through December, 1924. 
Most of the applicants did not want to enter the foundry course 
and of those who did a majority quit within the first two weeks. 
During the period from 1919 to 1924 the company had resorted 
to training older men in molding and core making. Older men 
made satisfactory workmen, but they were not sufficiently inter- 
ested to take the apprentice courses. Exhibit 2 shows the number 
of boys who entered the courses for molders and core makers, 
the number who failed to complete the courses, and the number 
who graduated, over a period of six years. 

All cast-iron parts for the machines manufactured by the com- 
pany were cast in its foundry. The major operations in that 
department, which employed approximately 350 men, were mold- 
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EXHIBIT 2 


NUMBER OF FOUNDRY APPRENTICES OF TUCKERMAN MACHINERY 
CoMPANY ENROLLING, LEAVING, AND GRADUATING 
IQIQ-1924 





NuMBER OF APPRENTICES 





Started Left Graduated 

191g 

Molders nc cameras ences 6 20 13 I 
Core makersicne eto 2 I 3 
1920 

IMOlde rset: svmisccme cats 18 13 2 
Goreumakersi eset scam 2 ° ° 
1921 

IWrolderserstacmerict see ee I I I 
GOTEANAKETS os risers ee eee I i I 
1922 

INCOIG ETS Meera wees eee ° ° 2 
Core makers. ee 2 2 ° 
1923 

IMold ersreday cee cit ior II 7 I 
@orenmakersenss nace o cee 11 tet ° 
1924* 

Molderstean..Gisastns eee cies 14 9 2 
Corenmakersy asian 8 5 I 





*First nine months. 


ing, core making, melting, pouring, and cleaning. The mold and 
the core formed the matrix from which the cast iron took its 
shape. The mold provided the external form and the core the 
internal. Molds were impressed in the molding sand from stand- 
ard wood or metal patterns manufactured by the pattern makers 
from blue prints of drawings issued by the engineering depart- 
ment. Both the molds and the cores were made from a suitable 
grade of prepared sand moistened sufficiently to hold the shape 
impressed in it by the pattern. The molds were made in two 
parts: the lower part or “drag” and the upper or “cope,” the two 
together being called a “flask,” and having the form of a double 
rectangular frame of wood or metal doweled together, with no 
top or bottom. Small molds were prepared by machine, the pat- 
tern being clamped to the base of the machine. The operator 
placed the drag (or cope) of a flask of the proper size in a hori- 
zontal position over the drag (or cope) pattern, and dumped in 
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the sand. A hand lever or a foot pedal released a flat rectangular 
iron slab, operated by compressed air, which pressed the sand 
into the half flask from above, to form the mold desired. The 
worker then released the slab and removed the flask. The sand, 
because of its dampness and because of the pressure of the slab, 
remained in the flask with the mold all formed, including core 
prints to locate cores. Large molds were made entirely by hand 
on the floor of the foundry and were moved around by the use 
of overhead cranes. Small molds of parts not numerous enough 
to justify machine molding were made by hand on benches. The 
second half or cope of each mold was made in the same manner 
as the drag, except that in it was left or cut a small hole or “sprue,” 
through which the iron was to be poured. The bottom half or 
drag of the mold was laid on the floor face up. Helpers placed 
the core in the core prints in this half of the mold and then 
clamped the top half or cope on top of it ready for the molten 
iron to be poured in. 

Molten iron was produced from pig iron, coke, and limestone. 
Those three constituents were charged into the cupola furnace 
at the top and ignited, and a blast of air was blown in from the 
bottom. The combustion melted the iron, which flowed to the 
bottom of the furnace. The impurities such as the ash of the 
coke were removed by the limestone, which formed with them a 
fusible slag floating on the top of the iron. The iron then was 
drawn off from the furnace. 

The molten iron was distributed to the different sections of 
the foundry in crucibles called “ladles” running on overhead 
monorails. The iron was delivered to men equipped with small 
hand ladles who poured it into the molds. A mold was allowed 
to stand until the metal had set and wholly or partly cooled, 
then it was broken apart and the casting removed. Small molds 
stood only half an hour; large molds, such as those for the frame 
of a machine, were poured in the afternoon and allowed to stand 
until the next day before the casting was removed. After the 
casting had cooled, it was cleaned and chipped or ground. Small 
castings were put on a revolving table and passed under a sand 
blast; another method of cleaning was to put them into a drum 
containing small metal slugs. The drum was revolved and the 
castings were cleaned by striking against one another and by the 
abrasive action of the slugs. Roughness on castings was ground 
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off on grinding wheels. Large castings were cleaned by hand and 
any roughness removed by a compressed air chipper. Some cast- 
ings were cleaned in part by “pickling” in vats of diluted sul- 
phuric acid. 

Because of the nature of the operations, working conditions in 
the foundry were not so pleasant as in other departments of the 
plant. The work involved the handling of sand, bars of pig iron, 
iron scrap, coke, and limestone, and was so dirty that the workers 
made a complete change of outer garments in the morning before 
beginning work and at night before going home. Much of the 
work was heavy, particularly the carrying of flasks of sand from 
the molding bench to a point near the monorails. There was 
always a danger of molten iron splashing and the remote possi- 
bility of crane chains parting. During the melting of the metal, 
the furnaces gave off obnoxious smelling gases and smoke. The 
company, however, always had maintained as good working con- 
ditions as possible. A cement floor in all parts of the foundry 
eliminated dust to a large extent and an adequate system of 
ventilation removed gases and smoke. Shower baths were pro- 
vided for the employees. 

The company had analyzed the situation in regard to the dearth 
of foundry apprentices. The apprentice supervisor questioned 
all boys who were dissatisfied with the foundry courses. He 
learned that the boys believed that the work was too hard and 
dirty. Work in the other apprentice courses was cleaner and 
did not require the occasional heavy lifting that foundry work 
involved. Apprentices in other than the foundry course did not 
have to make a complete change of outer garments; they merely 
put on overalls and jumpers over their street clothes. There 
were no dust and fumes in the other departments where ap- 
prentices were trained. 

The company believed, however, that it was foundry condi- 
tions in the industry as a whole that kept boys from choosing 
foundry work as a trade. A large number of foundries were built 
directly on a hard dirt floor and many of them did not provide 
shower baths for the workers. Those conditions had become gen- 
erally known and boys preferred either “white collar” jobs or 
apprenticeships in the machinists’ trades. The high wages in the 
building trades appealed to boys just out of school. A boy could 
learn enough of the carpentry trade in six months to be in a 
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position to earn $7 or $8 a day. With the activity in building, 
particularly in 1923 and 1924, opportunities in that industry 
were numerous and boys frequently took advantage of them. 

It was the opinion of the factory superintendent that the blame 
for lack of workers in the foundry industry could be placed on 
all companies which operated foundries with poor working con- 
ditions. He believed that better conditions throughout the in- 
dustry would break down the antipathy to foundry work which 
boys just out of school felt. The National Metal Trades Asso- 
ciation had succeeded in pointing out the trouble to foundries 
in the Milwaukee district, with the result that radical changes 
for the better had been made in working conditions there. The 
results obtained were reflected in an immediate increase in the 
number of boys who took up foundry work as a trade. 

The company decided to continue its foundry apprentice 
course. It believed that the caliber of the men who had gradu- 
ated from its courses in foundry work was such as to warrant 
a concerted attempt to recruit additional boys. In December, 
1924, the apprentice supervisor made visits to several neighbor- 
ing cities and enrolled 25 boys for the course in foundry mold- 
ing. He allowed the parents to visit the plant and view the 
working conditions. 

The shortage of foundry labor did not continue into 1925. In 
the summer and fall of that year the company obtained foundry 
apprentices without resorting to personal solicitation or adver- 
tising. 


CoMMENTARY: ‘The practices of this company in its apprentice 
courses were the results of many years of thoughtful experiment. A 
number of points in the case deserve special stress. 

The preliminary trial period allowed the apprentice and the employer 
to try the relationship before definitely engaging upon a four-year 
venture. The preliminary examination tested the previous training of 
the boy, and his service during the probationary term permitted the 
general supervisor to judge the boy’s capacity and seriousness of intent. 

Youths with foresight are the ones to whom an apprenticeship course 
appeals; nevertheless, it is desirable that they should regard each day’s 
work as a step toward competency. To this end, a carefully devised 
course schedule is essential. 

The subject matter and the practices of a trade must be subdivided 
and the elements graded in the crder of their difficulty. Related sub- 
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ject matter, enabling the apprentice to understand the manual practice 
of the craft, should be taught, so that he may become not only a 
capable manipulator of materials and machinery, but an intelligent 
mechanic. 

An apprentice’s wages should be advanced as he progresses in his 
course. The starting rate should bear a relation to the journeyman’s 
wage current in the community. A common ratio is 334%3% to 40% 
of that rate. The revision of the apprentice’s wage may occur semi- 
annually or even quarterly. Some firms have lost apprentices in the 
third or fourth year of training because the young men sought to obtain 
journeymen’s wages elsewhere. A correcting influence may be supplied 
by requiring a boy to deposit a fee, the return of which is conditioned 
upon his successfully fulfilling the terms of the apprenticeship con- 
tract. The probationary period established by this company, which 
permits the apprentice to earn this deposit prior to the drawing of 
the indenture, is a novel and praiseworthy device. 

The indenture serves a moral purpose primarily. Enforced specific 
performance is not contemplated. The indenture evidences serious 
intent and states specifically the terms of apprenticeship. 

The opportunity to earn higher wages through occasional assignment 
to piecework operations approximates the practice of the shop. On the 
other hand, it may cause the boys to dislike assignments to new 
machines. It is a temptation to the employer to use his apprentices 
on productive work, knowing that thereby no immediate financial loss 
is suffered by them; yet, if persisted in, this practice disrupts the 
apprentice course. An advanced hourly rating for boys demonstrating 
unusual qualities is to be indorsed. Exceptional performance may be 
rewarded also by affording apprentices opportunities to learn additional 
varieties of work. 


September, 1925 JAWeR: 


Davis TELEPHONE AND TELEGRAPH CoMPANY! 
PUBLIC UTILITY 


EMPLOYEE TRAINING—Correspondence vs. Classroom Instruction. A tele- 
phone company, whose force was widely scattered, planned to offer 
technical instruction courses for plant maintenance employees. To carry 
out this program, the company established training classes. The com- 
pany decided that classroom instruction, although more expensive than 
correspondence courses, would sustain interest more effectively and 
result in a larger percentage of graduates than would instruction by 
correspondence. , 


(1922) 


Because of the growing complexity of the technical features 
of the telephone industry, the Davis Telephone and Telegraph 
Company had instituted a number of training courses for its 
employees. Courses were conducted for new telephone operators 
in the traffic department and for new technical college graduates 
in the plant department, for example. The classroom method 
of instruction was used in these courses. In 1922, the company 
decided to inaugurate employee training courses for men who did 
maintenance work in the plant department. The management 
recognized that the courses could be given either by personal 
instruction or by correspondence, and deliberated as to which of 
those two methods to use. 

The plant department was responsible for the maintenance of 
central office and inside equipment, such as switchboards, test 
boards, and telephone repeaters, and for the construction and 
maintenance of outside plant, such as open wire pole lines and 
cable lines. 

The plant department was divided geographically into five 
divisions, which were subdivided into districts. The several 
thousand men employed in the plant department were of two 
classes. About two-thirds of the men were engaged in clerical, 
maintenance, or other operating work at division headquarters 
and in the districts. The other one-third did outside plant con- 
struction work. The company intended to offer the new training 
courses only to men of the first group. Those employees, as a 
rule, had not gone beyond the second or third year in high school. 


1 Fictitious name. 
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The Davis Telephone and Telegraph Company had a super- 
visor of instruction with a staff of five men at the general office. 
The supervisor of instruction proposed to offer three courses to 
the maintenance employees of the plant department: one course 
in elements of electricity applied to telephone work; another in 
telephone transmission; and a third in plant administration. The 
first two courses dealt with the technical phases of the company’s 
work, and the last dwelt chiefly with organization, routine prac- 
tices, and accounting principles. It had been decided to limit 
courses of instruction given by the company to those pertaining 
directly to telephone work. The management believed that it 
was not the function of an industrial company to give instruction 
in the more liberal subjects, such as mathematics, economics, 
English, and physics. The company was prepared to digress from 
this general policy to a limited extent in individual cases, however, 
if such a step appeared necessary in order to make the courses 
effective. For example, the two technical courses which the 
company expected to offer in the plant department assumed a 
knowledge of mathematics. The company believed, therefore, 
that it would be necessary to give some of the employees who 
wished to take those courses supplementary lessons in mathe- 
matics, the number of lessons depending upon the employees’ 
previous training in that subject. 

Enrollment in the courses was to be voluntary. Employees 
were to be allowed to take all three courses, but not more than 
one course at a time. The course in elements of electricity ap- 
plied to telephone work was a prerequisite to the course in tele- 
phone transmission. The course in plant administration was 
more general than the other two and had no prerequisites. The 
instruction season was to extend from September of one year to 
June of the following year. Each course would last about two 
seasons. 

If the classroom method of instruction were to be used, classes 
in each course would be held one evening each week at division 
or district offices, depending upon which offices were most con- 
venient for assembling the classes. Employees enrolled in a 
course would receive material written in lecture form with prob- 
lems appended; they would return their solutions to the problems 
to the general office each week for correction and suggestion. 
Employees would attend classes on their own time. 
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The correspondence method of instruction would be less ex- 
pensive than the classroom method. It was estimated that all 
the work involved in giving the courses by correspondence could 
be performed by the supervisor of instruction and a staff of 8 
men. No representatives of this department would be required in 
the division or district offices. If the classroom method of in- 
struction were to be used, the management believed that a super- 
visor of instruction and a staff of 4 men at the main office and 
about ro full-time representatives in the division and district 
offices would be necessary. In addition, about 125 employees of 
the company would act as volunteer instructors without pay for 
their services. The company estimated that the cost per student 
per course, if this method were used, would be about $30. 

If the employees were to be trained by correspondence, the 
instruction given would be uniform; all the employees would 
receive the same problem material and all their work would be 
corrected and graded at the general office. Under the classroom 
method, the instruction in each class would be given by different 
men. Although instructors would be under the general super- 
vision of the company’s educational representatives, it was prob- 
able that some would be more competent than others and that 
their standards for grading papers would vary. 

It would be necessary to use company employees as instructors 
under the classroom method, because the expense would prohibit 
the employment of outside assistants qualified to give the highly 
specialized training which the courses demanded. The officials 
of the company recognized that it might not always be possible 
to find competent instructors among the employees. 

On the other hand, men who had not gone farther than high 
school in education were not accustomed to study without direct 
supervision. The management believed that the students would 
learn more in the classroom, because of the opportunity for dis- 
cussion and the assistance given by the instructor, than they 
would by correspondence. The classroom method would estab- 
lish a definite “pace” for the student’s progress. Moreover, since 
employees who were to serve as instructors would have to be 
well prepared, they also would benefit from the courses. 

Records of correspondence schools indicated that compara- 
tively few of the students who began correspondence courses 
completed them. The company learned that in one large corre- 


DAVIS TEL. AND TEL. CO. 149 


spondence school, in which the paid-up students constituted about 
two-thirds of the total number enrolled, only 12% of the paid-up 
students finished their courses. The officials thought that the 
experience of correspondence schools would be borne out in the 
company if the correspondence method of instruction were to be 
used. They believed that while the total expenditure under the 
correspondence method of instruction would be smaller than 
under the classroom method, the expense per course per student 
completing the instruction program would be greater. 

The company decided to use the classroom method of in- 
struction for maintenance employees in the plant department, 
since it believed that more men would complete the courses if 
this method were used than if instruction were given by cor- 
respondence. 

Exhibit 1 shows a cumulative analysis, for two instruction sea- 
sons, of the course on the elements of electricity applied to 
telephone work. Part I of this course was composed of 14 les- 
sons with problems. This part with laboratory assignments took 
about 9 months for its completion. Part II consisted of 9 more 
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CUMULATIVE ANALYSIS OF TRAINING CouRSE IN Davis TELEPHONE 
AND TELEGRAPH COMPANY, FOR Two SEASONS, 
1922-23 AND 1923-24 
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difficult lessons, and, with the accompanying laboratory work, also 
took about one season for completion. During the two seasons, 
1,647 employees enrolled for this course; of that number, 870, 
or 52%, completed the first part, which was a prerequisite to 
Part II. Of the 870 students completing Part I, 718 reenrolled 
for Part I, and of these, 453, or 63%, completed the instruction. 
Of the men who did not finish the course, 178 reenrolled in one of 
the two parts for the following season. In addition to the students, 
about 125 instructors had mastered the course in order to teach 
it properly. 


ComMMENTARY: The company’s analysis of this issue was, briefly, 
that correspondence courses had merit in that they provided standard 
instruction material and permitted uniform grading; also in that they 
could be given at less expense per student, notwithstanding employ- 
ment of a competent centralized instruction and grading staff. Class- 
room discussion, on the other hand, afforded students personal assis- 
tance and the opportunity for discussion of problems; it established a 
pace, benefited a large number of volunteer instructors, and was ex- 
pected to yield a substantially greater percentage of graduates than the 
correspondence method. 

The company’s decision indicates that the major consideration was 
not the cost of training per student, but the number of men who would 
complete the courses creditably. 

It is probable, although this point is not raised in the case, that the 
method of instruction selected would affect the content of the courses. 
The same course scarcely would be given by both classroom and corre- 
spondence methods. Given the same body of students, a technical 
correspondence course could not deal with as intricate matters as could 
a classroom course, in which the instructor in person could give demon- 
strations before the students. 

The company properly gave minor weight to the advantage of stand- 
ardized grading possessed by correspondence courses. Although such 
gradings permit comparisons between all students at a given stage of the 
same course, the primary interest in most courses is not the accuracy of 
relative rank but the development of the students. 

One advantage of correspondence instruction is that it can progress 
according to the capacity and diligence of the individual. Classroom 
instruction must be geared to the ability and energy of the typical 
student. This point is of small consequence, however, in cases like the 
present one, in which the company is more interested in having a group 
of men well trained than in the rapid advancement of a few individuals 
of exceptional ability. 
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This point leads to the matter of the “mortality” in groups taught by 
correspondence as contrasted with that in groups given personal instruc- 
tion. Why are membership and interest sustained by the classroom 
method? There is, under that method, personal interpretation of ma- 
terial, a ready opportunity to ask questions and to clear up misunder- 
standings, and a chance for student discussion. As stated by the com- 
pany, the classroom method establishes a pace, and the individual is 
spurred to keep in step with the rest of the group. Perhaps the most 
vexing problem of correspondence instruction is that of maintaining 
the resolution of the enrolled student to go ahead with prescribed tasks 
and complete his course. In classroom work the backslider is known 
to his fellows, and there is an element of sportsmanship in continuing 
the work of the course. 

A company facing the issue of this case would have to decide whether 
many of the employees eligible for training were isolated to such a 
degree that classes large enough to afford interesting discussion could 
be run only at excessive cost. 

Other decisions of the company in this case merit attention. Both 
students and company contributed to the training courses for their 
mutual advantage; the student gave his time and effort without pay; 
the company furnished instruction. The individual was not permitted 
to overload himself with courses. Indulgence of that kind often results 
in a high percentage of students who fail to complete a course and 
who subsequently refuse to reenroll. In industrial training ventures it 
is desirable to provide employees with a continuous opportunity for 
further training. This company’s series of courses, requiring several 
years for completion, afforded a succession of goals for the enterprising 
student. The company did not consider itself obligated to establish 
classes in subjects not closely related to its work. 

The case permits the inference that no promises were made to 
students that advancement would follow the satisfactory completion of 
a course. Advancement should depend upon achievement in actual 
service, not in courses taken. This policy ought to have been understood 
by each registrant. On the other hand, those in charge of instruction 
should have been deemed incompetent if their courses did not improve 
substantially the value to the company of the students who completed 
the educational work. 


October, 1925 J. W. R. 


CLARK Company! 
MANUFACTURER—STATIONERS’ SUPPLIES 


DIscIPLINE ENFORCEMENT—Measures to Reduce Tardiness. A company 
manufacturing stationers’ supplies, after experiencing excessive tardi- 
ness on the part of its employees, closed the plant entrances at starting 
time. This compelled tardy employees to enter the factory through the 
employment department, where they were interviewed. This scheme 
reduced tardiness to one-eighth its former proportion, but increased 
absenteeism. The company desired a less costly solution of the tardiness 
problem. 

(1920) 


In 1920 the Clark Company, a manufacturer of stationers’ sup- 
plies, experienced an increase in tardiness among its employees, 
a large percentage of whom were girls and women. Many of 
those who were late came into the plant within a few minutes 
after starting time. In order to discourage tardiness among its 
employees, the company decided to close the gates of the plant 
promptly at the starting whistle and to have members of the em- 
ployment department, through which tardy employees would 
have to pass, interview all employees who arrived after the gates 
had been closed. Employees who had satisfactory excuses were 
permitted to go to work without further discussion. If an em- 
ployee had no satisfactory excuse to offer, the employment de- 
partment called the proper foreman by telephone and advised 
him of the situation. 

This policy reduced the number of tardy employees from 40 or 
50 a day to 5 or 6 a day. Records of absenteeism showed, how- 
ever, that after this ruling was put into effect an increased number 
of employees stayed away from work for half-day periods. 

The company desired a method which would check tardiness 
without increasing the number of half-day absences. 


Commentary: The solution adopted by this company to correct 
excessive tardiness was costly. The tardy employees who were inter- 
viewed were not producing at that time. Even if paid by the piece- 
rate system their machines were idle, and the company sustained higher 
overhead costs, if not higher direct-labor costs. More serious, however, 
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was the unforeseen effect of the rule, namely, that employees remained 
away from work an entire half-day in order to avoid the interview in 
the employment office. 

Before adopting measures to correct tardiness, it is advisable to study 
the extent of and reasons for lateness among employees, to appraise 
the seriousness of the problem, and to devise measures that will be 
corrective. 

Tardy employees may be divided roughly into two classes, those 
occasionally tardy and those chronically tardy. The person who is 
tardy upon rare occasions is affronted by a procedure similar to that 
established by the Clark Company and it does no good in his case. 

The chronically tardy employee must be dealt with on the basis of 
his or her record of delinquency. Under the Clark Company’s plan, 
the employment department had to have records of the tardiness of 
all employees. The employment manager dealt with individuals whom 
he knew but slightly. The process was time consuming. 

In this case the company might advantageously have decided as 
follows: to admit tardy employees at the regular entrance, but to 
require them to sign “late slips” stating name and department. The 
time of reporting could be stamped or written upon the slip by the 
door attendant. The employee, after signing the late slip, should report 
immediately to the regular workplace. The late slips should be for- 
warded to the foremen. Departmental tardiness reports might be made 
out fortnightly or monthly by the timekeeper. These reports would 
list individuals who had been tardy; with each person’s name would be 
recorded the number of times that person had been tardy and the aggre- 
gate time lost on account of lateness. 

This suggestion intends that discipline be imposed by the foreman. 
He should know whether the late comer is in the “occasional” or 
“chronic” class. The foreman can modify his bearing accordingly. 
Little time is wasted; corrective measures are fitted to the individual 
case. 


November, 1925 J. W. R. 


DurHAM Company! 
MANUFACTURER—METAL PRODUCTS 


Hirinc—Means of Preventing Employment of Excessive Numbers. When 
increased production was demanded by the major executives of a com- 
pany manufacturing metal products, foremen tended to build up depart- 
mental labor reserves. One method of doing so was to rehire returning 
absentees whose places had been filled during their absence. To prevent 
the resulting accumulation of excessive numbers on the pay roll, the 
company required foremen, in requisitioning labor from the employment 
department, to submit the requisitions to their immediate superiors 
for approval. 


DIscIpLINE ENFORCEMENT—Control Over Reemployment of Absentees. The 
company had allowed absent employees returning within a week to go 
directly to their departments and register on their time cards. That 
procedure did not discourage absenteeism and during a period of pros- 
perity resulted in an excessive number of employees on the pay roll, 
since the foremen tended to retain such returning absentees even though 
their places had been filled during their absence. As a corrective, the 
company removed the time cards of absentees from the racks on the 
first day of absence. Each absentee returning subsequently had to inter- 
view the employment manager before obtaining a new time card. The 


employment manager privately inquired of the foreman whether the 
absentee still was needed. 


(1920) 


The Durham Company, in a posted bulletin, had asked its 
employees who were absent or who intended to be absent to 
notify the labor department of the expected length of their ab- 
sence. The labor department was to relay the information to 
foremen and assist the foremen in filling vacancies. Few em- 
ployees, however, acted on the request in the bulletin. 

Foremen, not knowing whether absentees would return, fre- 
quently asked the labor department to hire other men. Many 
absentees eventually returned, and then the foremen tried to keep 
both old and new employees, because labor was scarce and there 
was a high rate of turnover at the time. The general officers 
were demanding increased production; hence, foremen did not 
want to be short of workers in their departments. The labor 
manager believed that the absentee problem had not been treated 
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properly, and that the existing practice led to “padding” the 
pay roll. 

The company employed 3,000 workers; it was located in a 
large eastern industrial city. It manufactured products having 
wood and metal parts, which were processed in a number of de- 
partments and finally assembled. A central planning office routed 
and scheduled work to the several departments, but department 
superintendents assigned tasks on various lots within the depart- 
ment. In assigning work to individuals the department superin- 
tendents and foremen were hampered by the high absentee rate 
existing at the time. 

Early in 1920, plenty of jobs were available, and men fre- 
quently took time off to hunt other work or to attend ball games. 
It was impossible to tell any man hired to fill a vacancy, that he 
would be released in case the regular employee returned. 

Employees were obliged to register their attendance upon time 
cards which were changed each week. A man who had been 
absent for one or two days could come into the plant, register at 
the time clock, and report for work. No name was removed 
from the pay roll until the accounting department collected a 
time card at the end of a week and found it completely blank. 

The labor manager had not made a systematic survey of the 
residences of the company’s employees, but he knew that many 
of them lived several miles from its plant and spent more than 
half an hour daily coming to work by trolley. The company 
operated a restaurant for its employees. 

To reduce the amount of absenteeism and to prevent the add- 
ing of superfluous men to the company’s force, the labor manager 
proposed the following plan. 


1. The manager was to post the following notice: 


To Our Emptovees: Every morning foremen have to reassign 
work because some men are absent without notice. If employees 
would tell foremen or the labor department when they expect to 
be absent, we could arrange to take care of their work better while 
they are away. é 

Employees frequently stay away from work for several day 
without letting the company hear from them. The company does 
not know whether to hire some one to take their places or to hold 
their positions open for them. Because the company must act 
promptly to fill vacancies, we ask employees who are absent, or 
who intend to be absent, to notify their foremen or the labor office, 
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or have some one do that for them, and tell us how long they 
expect to be away. 

The time cards of absentees hereafter shall be taken from the 
racks, and men who have been absent shall be unable to resume 
work until they report at the employment office and there obtain 
a new time card. 

If we fail to hear from any employee who is absent for three 
days, we shall regard him as having left our employ. 

ae sins. sleet acetate beara eee Manager 
2. The interview at the time of the absentee’s return to work 
was to afford the labor manager a chance to call the foreman and 
find out whether the absentee’s place had been filled and, if so, 
whether the absentee was needed in the department. 


3. Each morning, the accounting department was to remove 
from the racks time tickets that had not been registered. It was 
to prepare a list of the names on these cards and send a copy to 
the employment office. It was to hold the time cards pending 
orders from the employment office. All cards collected on any 
day were to be disposed of at the end of the second day there- 
after. The employment office would notify the accounting depart- 
ment whether to retain the names of absentees on the pay roll 
or to drop them therefrom. 


4. Foremen, in requisitioning labor, were to submit their re- 
quests to their immediate superiors for approval. 


The labor manager’s program was put into effect, and was 
reported to be an improvement upon the previous procedure. 


CoMMENTARY: This case illustrates an understandable tendency 
of the foreman to build up a labor reserve in his department during 
a period of labor shortage. The practice injures morale, however, for 
a foreman is likely to find difficulty in obtaining work of satisfactory 
quantity and quality from such extra employees. The poor attitude 
of those employees reacts upon that of the longer-service group. This 
temporary expedient becomes a troublesome measure and adds to the 
extraordinarily heavy burdens of the foreman at the time. 

The specific plan advanced by the labor manager in this case was 
an improvement over the lax regulations that were effective previously. 
The plan provided some control over persons who returned to work 
after absences and placed a check upon any foreman who sought to 
build up a departmental labor reserve. 

Under more normal conditions of the labor market this problem 
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would have been less serious. The turnover rate would have been 
lower and most of the absentees doubtless would have notified the 
company of the reasons for and the probable duration of their absences. 
Fewer people would have left the company without notice, as they 
would have anticipated using the company as a reference. Finally, 
if the Durham Company was a progressive employer, people leaving 
its employ during more normal conditions would not have wished to 
impair their chances for reemployment by quitting without notice. 


January, 1927 J. W. R. 


EVERETT WIRE ComPpANy! 
MANUFACTURER—WIRE 


ACCIDENT PREVENTION—ZJnstallation of Safety Guards as Cause of Wage 
Increase. After serious accidents had occurred upon its wire-reeling 
machinery, a wire manufacturing company installed guards which inter- 
fered somewhat with output. The eight operatives in charge of these 
machines were paid piece rates. They demanded that rates be increased 
20% to offset the curtailment of production resulting from installation 
of the guards. 


Waces—Increases Demanded Because of Installation of Safety Guards. A 
wire manufacturing company installed upon its wire-reeling machinery 
safety guards which had to be removed from the machines by the 
operatives in order to correct defects in the material being processed. 
The eight men on this operation demanded a 20% increase in wages to 
offset the reduced production and commensurate loss of earnings. The 
men struck after failing to agree with the company upon a percentage 
increase. 


Hirinc—Reemployment of Strikers. Eight men employed by a wire manu- 
facturing company demanded a 20% increase in piece rates to offset 
reduced production and commensurate loss of earnings resulting from the 
installation of mechanical guards on the machines in their charge. The 
men struck after failing to agree with the company upon a percentage 
increase. The company filled their places and paid the rates formerly 
effective. When the strikers applied for reemployment a week later, 
the company hired the three most efficient men in the group and dis- 
charged three of the least competent members of the new crew. 


(1919) 


After serious accidents had occurred upon the wire-reeling 
machines in the Everett Wire Company’s plant, it installed 
mechanical guards which retarded somewhat the speed of the 
operatives in mending defects in the product. The eight opera- 
tives in charge of these machines were paid on a piece-rate 
basis. They asked that wage rates be increased 20% to offset 
the loss of production resulting from the installation of the 
guards. 

These operatives were employed in a department which was 
manufacturing wire poultry netting. The netting was woven on 
looms, then galvanized, and finally inspected while being wound 





1 Fictitious name. 


158 


EVERETT WIRE COMPANY 159 


into reels containing roo feet of netting. This last process was 
effected by two sets of rollers. The netting, tightly stretched, 
was made to pass between the rollers. A machine could be 
stopped instantly by the operator so that he could mend defects 
in the wire netting. Before the safety guards were installed, the 
machine tenders had frequently attempted to mend defects while 
the machines were operating. That practice had resulted in 
serious accidents. 

In February, 1919, the Everett Wire Company had created a 
board of inquiry to investigate all accidents. The board fixed 
responsibility and made recommendations as to punishment and 
preventive measures. The board consisted of the employment 
manager, the superintendent of the plant, and the safety com- 
mittee. The safety committee had been created the year before. 
It acted as a vigilance committee with advisory powers. Its 
membership included wage earners, foremen, and representatives 
of the management. At the time of this case, the company em- 
ployed 3,500 workers. 

Three months after the formation of the board of inquiry, an 
accident occurred in the poultry netting department. A worker, 
while mending netting, caught his hand in an opening in the net- 
ting and his hand was dragged between the rollers. Before the 
machine could be stopped his arm was broken. The case was 
heard as soon as the injured man was able to testify. The board, 
by unanimous vote, found that the company was to blame for 
not supplying a safety guard on the machine. The foreman ex- 
plained that the necessity of a guard had long been apparent 
and that attempts had been made to devise something suitable. 
The difficulty in designing a guard had been that the devices 
developed to safeguard the operator shut off his vision and rend- 
ered it difficult for him to detect imperfections in the netting. 

Three weeks later a similar accident occurred; another man 
broke his arm on one of the reeling machines. In the meantime, 
a model of a guard had been perfected by the master mechanic, 
who had become interested in the problem. This guard afforded 
complete protection and at the same time enabled the operator 
to see the netting as it passed from roller to roller. There had 
not been time, however, to have a pattern made so that the guard 
could be cast. The board of inquiry again held the company 
blamable for the accident. 
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Several weeks later the guards were installed. They were suc- 
cessful from the safety standpoint. They curtailed output some- 
what, however, because an operator was forced to remove the 
guard in order to mend the netting. The operator then had to 
replace the guard before restarting the machine. The arrange- 
ment was such that the machine could not be set in motion until 
the guard was in position. The operators complained that the 
guards prevented them from processing the same amount of prod- 
uct as previously and demanded that the piece rate for this 
operation be increased. The company granted a 10% increase, 
but the workers demanded 20%. When the company refused that 
demand, the eight operatives struck. 

The company had no difficulty in employing eight other men 
to replace them. At the end of one week, the new crew, in spite 
of the fact that two or three of the men were not satisfactory, 
was able to do the work required. Furthermore, the newcomers 
were being paid at the rate in effect before the installation of the 
guards. 

During the course of the next week, the strikers reported at the 
employment office and asked to be rehired for their regular work. 

The employment manager hired the three best men in the 
strikers’ ranks and discharged the three least satisfactory mem- 
bers of the new crew. No change was made in the piece rate. 


CoMMENTARY: Neither side in this controversy rested its case on 
careful estimates. The employees made an arbitrary demand and 
the company’s final action was the outcome of a test of strength. The 
company, after finding itself in a strong position, continued previously 
existing piece rates despite the fact that a new safety device inter- 
fered somewhat with production and, hence, tended to reduce earnings. 

The outsider may question whether it would not have been worth 
while to attach automatic recording devices to these wire-reeling 
machines, either for temporary analysis or for continuous reports. 
Had that been economically practicable, the company would have 
known the number and duration of periods during which the machines 
were stopped. The evidence would have indicated the result of defects 
upon theoretical maximum earnings of the machine tenders. The time 
consumed in removing and installing the new safety guard should have 
been estimated by time study. On the basis of these data, the com- 
pany should have revised the piece rates of these machine tenders in 
a scientific manner, 
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This controversy seems to have been largely the result of inadequate 
information concerning operations and inability on the company’s part 
to predict the effect of a change in processing methods. Important 
also was the desire among the eight employees to win a concession by 
resort to ultimatum and force. Often this tendency on the part of 
the employees, however, reflects examples set by the company. 

The method of replacing the strikers was advantageous from the 
company’s standpoint. The company was able to reemploy the three 
most competent experienced workers, yet it guarded against intimida- 
tion of the new men by keeping the latter in a majority in the depart- 
ment. In view of the attitude of the eight strikers, their demand for 
reemployment as a group could not have been granted, lest they should 
attempt to dictate the conduct of affairs in the department thereafter. 


February, 1926 J. W. R. 


Nespay CHEMICAL COMPANY* 
MANUFACTURER—ELECTROCHEMICAL PRODUCTS 


Vacations—Vacation Plan for Wage Earners Developed. In 1920 a com- 
pany manufacturing electrochemical products considered a request from 
employees at one of its 12 plants that vacations with pay be granted 
to wage-earning employees continuously employed more than 3 years. 
The company, giving chief weight to the health factors involved, decided 
to outline a vacation plan but left its adoption, in whole or in part, at 
any plant to the discretion of local superintendents. The plan was 
adopted gradually and with changes in the several plants. 


Vacations—Vacation Plan for Wage Earners Retained. In 1923 a company 
manufacturing electrochemical products wished to find out whether 4 
vacation plan which it gradually had installed in its 12 plants was 
working successfully and should be continued. The replies of the plant 
superintendents to a central office questionnaire uniformly favored con- 
tinuing the plan. The gross expense of the plan was approximately $43 
per vacationist per annum, but that tangible outlay was deemed by the 
company’s executives to be more than outweighed by its intangible 
advantages, which were held to be improved employee health and applied 
energy, greater average length of service of employees, more regular 
attendance, and improved employee good will. 


(1920-1923-1926) 


Before 1920 the Nesday Chemical Company had not allowed 
vacations with pay to its factory employees. The company manu- 
factured a variety of electrochemical products. Some of these 
were solids and fluids packed in bulk; others were manufac- 
tured specialties. The products were manufactured in 12 plants 
ranging in number of workers from 50 to 2,000. These establish- 
ments were located in communities of different types. One plant, 
for example, was located in an industrial center which manufac- 
tured chiefly electrochemical products. Another was in a small 
community where mining was the chief occupation. In some 
plants raw materials were fused, refined, compressed, or re- 
frigerated; in others they were machined and assembled into spe- 
cialty products. Buyers of some of the company’s products were 
large manufacturers, railroads, and construction companies; buy- 
ers of others of its products were individual consumers who 
obtained its wares from neighborhood retailers. 
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In 1920 a small committee of employees at one plant having 
approximately 1,500 employees requested that vacations with 
pay be given by the company to employees who had had several 
years’ continuous service. This committee was organized under 
an informal plan of employee representation. The plant at which 
the request was made was the only one owned by the company 
at which any scheme of employee representation was in effect. 
The superintendent to whom this request was made asked the 
members of the committee to appoint a subcommittee to draft a 
vacation proposal. 

Some days later, the subcommittee suggested that employees 
with from three to five years’ continuous service be granted one 
week’s vacation with pay; that employees having from five to 
seven years’ continuous service be granted ten days’ vacation 
with pay; and that employees having seven years’ continuous 
service or more be granted two weeks’ vacation with pay. This 
recommendation was referred to the general executives of the 
company by the superintendent, who thought that any action 
upon the request would constitute a precedent of significance in 
any one of the company’s plants. At the central office of the com- 
pany the suggestion was given careful study and the company 
made a study of the experience of several other organizations 
with vacation plans. 

The chief arguments of the men who advanced this request 
were that new employees who were being brought into the plant 
at that time (1920) were being given approximately the same 
wages and the same terms of employment as the employees who 
had rendered loyal service for a number of years. The proposal 
came from this latter group of employees, who felt that they were 
not being given the recognition that they deserved in view of 
their service and loyalty to the company. A second argument 
advanced by these employees was that the company gave vaca- 
tions to its office employees and that there was no good reason 
for not extending vacations to the factory employees. The em- 
ployees held that if the office group needed vacations the factory 
group did also. 

Employees advanced the argument, moreover, that vacations 
would improve health and morale, and therefore working effi- 
ciency. In some of the company’s producing departments electric 
furnaces imposed a severe physical strain upon the employees. In 
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other departments work was dusty; in some it was monotonous or 
involved the operation of dangerous and intricate machinery; 
and in still others workers were exposed to chemical fumes. 

After studying the vacation proposal, the management con- 
cluded that it had merit. The officials recognized the validity of 
the health argument. In the matter of equal treatment of office 
and shop employees, the executives might have referred to other 
inequalities. For example, office workers were paid when absent 
on account of sickness, but, at the time, shop workers did not 
enjoy that privilege. Again, office workers received no pay for 
overtime work as did the factory workers. The management, how- 
ever, did not refer to these facts. 

The company previously had had in effect an attendance bonus 
plan, but because of its failure to accomplish sufficient improve- 
ment to justify the expense and difficulty of its administration, 
that plan had been discontinued. The company still wanted to 
attach some financial incentive to regular and punctual service, 
and it believed that such an incentive existed in a vacation plan 
which thus would reward both length of service and regularity 
of attendance. Finally, the company expected that a vacation 
plan would enhance employee good will and add to the com- 
pany’s reputation of fairness and progressiveness among the resi- 
dents of the local communities in which the plants were operating. 

While the company’s executives were studying this proposal, 
the boom period of 1919-1920 came to a close and there was no 
further immediate need for measures that would attract labor 
or be an inducement to employees to continue their service with 
an employer. This changed condition of the labor market, of 
course, did not reduce the strength of the health argument in 
favor of a vacation plan or the potency of the argument that shop 
and office employees should be treated equally in the matter of 
vacations. The general executives decided to draw up a 
vacation plan which was to be optional with each plant super- 
intendent as regards the time and extent of its application. 

The plan provided, in brief, that vacations with pay were to 
be granted to wage-earning employees in accordance with length 
of continuous service and regularity of attendance. The mini- 
mum service which was necessary to qualify an employee for a 
vacation was three years. The lengths of vacation granted for 
the several periods of continuous service were adopted from the 
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suggestion of the employees’ committee previously mentioned. 
In order to encourage regularity of attendance, the plan stated 
that one week’s absence would not curtail the vacation period, 
but that if the number of working days lost by unexcused absence 
was in excess of one standard working week during the twelve 
months preceding the date of taking vacation, the excess number 
of those days of unexcused absences would be deducted from the 
vacation which otherwise the employee would enjoy. 

Further, the plan provided that vacations should not be de- 
ferred from one year to the next, but were to be taken during the 
current year at a time to be approved by the superintendent. 
In arranging vacation schedules, it was recognized that there 
would be some conflict in the desires of individual employees for 
particular weeks during the vacation season. In case of conflict, 
the employee with the greater length of service was to be granted 
the vacation period of his choice. It was planned to schedule 
the vacations of married men with children during the school 
vacation period in so far as possible. 

The plan gradually was installed during the following two or 
three years at all the company’s plants. No sooner had it been 
established than detailed questions of administration began to 
arise. A question arose at an early date regarding the type of 
absences which should be excused or disregarded in calculating 
the deductions from scheduled vacations. It was decided that 
each absence as it occurred was to be noted as excused or un- 
excused. The employment manager and foreman usually were 
to decide this matter, but they could refer doubtful cases to the 
plant superintendent for final decision. Service records were to 
be maintained on which all absences were to be entered together 
with notations regarding their excusability. Absences were to be 
excused on account of sickness, accident, serious misfortune, lay- 
off due to operating conditions, and military service in time of 
war. The absentee was to be notified upon his return regarding 
the excusability of his absence. 

So that production should not be seriously interfered with by 
vacations, the plan provided that the time of a vacation was to 
be approved by the plant superintendent. The superintendent’s 
office, in arranging the vacation schedule and providing for sub- 
stitutes, spread the vacation period over a number of months so 
that only a small proportion of men were on vacation during each 
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week. In some plants vacations were concentrated during slack 
seasons so that a full force would be on hand during the busy sea- 
son. In many instances the older employees and even the em- 
ployees whose period of service was insufficient to entitle them 
to a vacation were willing to work overtime in order that fellow 
employees entitled to vacations might obtain those vacations with- 
out subjecting the company to the necessity of hiring extra men. 
Some employees could take care of a vacationist’s duties in addi- 
tion to their own work by working with exceptional diligence. 
To replace men on vacations each superintendent found it neces- 
sary at times to transfer workers from one branch of his organ- 
ization to another. Relatively few men were hired as extras to 
replace vacationists. This occurred in the case of people with 
special skill in small groups. It was particularly likely to occur 
in such cases as those of stationary firemen and engineers and 
tenders of a single unit of equipment in a small plant. 

In view of the company’s ability to transfer men to replace 
vacationists and because of the willingness of many of its new 
employees to perform the duties of a vacationist, the company 
thought that the wages paid the vacationists were not in total 
to be regarded as the net cost of the vacation plan. The com- 
pany believed that the employees carried a certain amount of the 
financial burden of the vacation plan. 

Another issue arose with regard to figuring continuous service. 
In several cases valued employees who had worked for the com- 
pany for several years and had left voluntarily for good reasons 
had been rehired by the company within three months. When the 
vacation plan was put into effect, those employees asked that 
their brief period of employment elsewhere than with the com- 
pany should not be regarded as a breach of continuous service, 
and their requests, after being referred to the general office, 
were made the subject of a ruling which permitted plant superin- 
tendents discretion in this matter. 

Some employees who had been laid off several months wished 
to include the layoff period as a part of their service with the 
company. The company decided that a layoff period less than 
three consecutive months should be disregarded in figuring length 
of service, but that a layoff period in excess of three consecutive 
months was to be deducted from the employee’s period of con- 
tinuous service with the company. 
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In figuring deductions from scheduled vacations on grounds 
of absence in excess of one standard work week, it was neces- 
sary at an early date to define the standard work week. This 
was held to be the regular working week in the department em- 
ploying the individual whose case was under consideration. 

A further question arose as to whether deductions should be 
made from vacations to be given men who, in the 12 months 
prior to the scheduled vacation, had been laid off on account of 
operating conditions and who had returned to work when re- 
quested to do so by the company. It was decided that employees 
who were laid off during the 12 months prior to their vacation 
period should receive vacations with pay in approximate propor- 
tion to the time they had worked during that 12-month period. 
Thus, an employee who was laid off 4 months in one service year 
would be entitled to two-thirds of his scheduled vacation and 
would be paid while absent for that period. Since the layoff 
had been enforced on account of business conditions, the execu- 
tives decided that the employee in such case should be privileged 
to absent himself for the total period of his scheduled vacation, 
but that if he took time off in excess of his “earned vacation,” 
he would not be paid for such excess time. Thus an employee 
entitled to two weeks’ vacation, but who had been laid off two 
months during the service year, would be paid for five-sixths 
of the working days in his vacation period but would have the 
privilege of taking the other sixth of this period at his own expense. 

At first, the service of all employees was figured on a certain 
calendar date each year. A number of employees, however, who 
on that date lacked only a few weeks of either three, five, or 
seven years’ continuous service protested against that practice, 
and the management decided to figure length of service of any 
employee to the date of his requested vacation when consider- 
ing its approval and determining its length. 

Some vacations were scheduled during weeks in which holi- 
days occurred. The question arose whether men who were 
granted vacations during such weeks did not fare worse than 
employees whose vacations occurred during weeks not containing 
holidays. To prevent dissatisfaction on this score, and yet to 
maintain flexibility in drawing up the vacation schedule, it was 
decided that the plant superintendent should have an option to 
extend the vacation one day without pay, or to pay the worker for 
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an extra day but to grant to him only the scheduled vacation. 
The latter option made it easier to maintain a vacation schedule 
in line with calendar weeks and to man a plant in a period of 
labor shortage. Sundays were regarded as a part of the calendar 
week and not as holidays. 

Wages paid to men on vacation were figured for the normal 
number of hours worked by the individual in his regular depart- 
ment. Overtime actually being worked in a department at the 
time of a vacation was disregarded. Had payments been made 
to vacationists in proportion to hours actually worked, the em- 
ployees eligible for vacation would have wished vacations granted 
during the busiest seasons when overtime work was required. 
That would have been the least convenient time for the com- 
pany to grant vacations to its workers. The management, on 
the other hand, did not wish to profit by the reverse application 
of such a rule by assigning vacations during months of slack 
operations. Such a practice would render employees antagonistic 
to the plan. The hourly rate paid to dayworkers on vacation 
was that in effect at the time the vacation was taken. Piece- 
workers on vacation were paid a rate per hour which was the 
average of their earnings during the four weeks preceding the 
vacation period. In this calculation overtime compensation and 
hours were excluded. Payments to vacationists of the money due 
them for the vacation period were made in advance. 

Approximately two years after the superintendents of the com- 
pany began to adopt the vacation plan, the company’s general 
office wished to find out whether the plan was working success- 
fully and was to be continued. The central office sent a ques- 
tionnaire on this subject to the plant superintendents. The re- 
plies of the superintendents were uniformly in favor of continu- 
ing the plan, which was said to improve health, reward length 
of service and regular attendance, improve employee morale and 
community relations, and reduce labor turnover. Records as- 
sembled at the central office indicated that one-third of the com- 
pany’s employees were receiving vacations under the plan. The 
gross cost of the plan was approximately $43 per vacationist 
per annum. All this expense was not regarded by the company 
as the cost to it of a typical employee vacation because the work 
of many vacationists was done by fellow employees. Thus the 
company was saved the expense of hiring extra men. The execu- 
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tives unanimously were of the opinion that the intangible ad- 
vantages of the plan outweighed its expense. 

Subsequent inquiries made by a representative of the central 
office indicated that in 1926 the superintendents’ opinions upon 
this subject had not changed. 


ComMMENTARY: The plan in this company is in most respects typical 
of provisions contained in plans of other companies where vacations 
with pay are granted to industrial workers. The problems of admin- 
istration are also similar to those encountered in other industries. 

The adoption of this plan in 1920 was coincident with a widespread 
development of paid vacations for wage earners following the World 
War. Very few cases existed in this country prior to 1918 in which 
factory employees received such privileges. Although the number of 
new plans in the period 1921-1925 was relatively small, there were 
few, if any, withdrawals of plans adopted in previous years. In 1926, 
vacations with pay were being granted by several hundred companies 
employing many hundreds of thousands of wage earners in a wide range 
of manufacturing industries. Perhaps 2,000,000 industrial workers in 
the United States would not be far from the number then enjoying paid 
vacations. 

Thus, the single plan here described is but a part of a broad move- 
ment which has already assumed proportions comparable with the 
movements for the six-day week and the shorter working day. Coinci- 
dent with these trends is the increased attention to the manner in 
which the leisure time of all industrial employees is spent and to the 
creation of desires and facilities for the constructive use of such leisure 
time. These social factors are, however, beyond the immediate interests 
in this case. 

A point of special significance is that the particular plan here pre- 
sented grew out of a request of the company’s employees at one plant 
under a plan of employee representation and that the benefits of the 
plan were gradually extended throughout the company. 

This is in marked contrast with the method of installing some of the 
earlier vacation plans in industry; namely, the working out of the pro- 
visions in final form before the employees knew anything about the 
plan. In those instances, the vacation with pay was extended as a 
gratuity by generous employers with little or no recognition of bene- 
ficial economic returns to the company. The tendency for employees 
to raise the question of vacations in recent years is further evidenced 
by the inclusion of provisions for paid vacations in a considerable 
number of union agreements in 1924, 1925, and 1926. 

Not only did the request in the present case originate with the 
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employees but the detailed provisions of the plan were worked out 
jointly by the employees and management. Thus was assured the 
recognition of the interests of all affected by the plan. This joint action 
did not, however, interfere with the management functions of plant 
superintendents. Certain points, such as the matter of time of vacation 
periods, were left to the discretion of the local superintendents, who 
alone could decide such matters with a knowledge of their effect on 
production schedules and other local conditions. 

The results of vacation plans for wage earners as they affect pro- 
duction efficiency and costs, employees’ health, and general morale are 
yet measured largely by the opinions of those who have had experience 
with such plans. In time, careful analysis of the records of experience 
may provide more factual bases for their evaluation. Certainly the 
net cost is much less than the amount paid to workers while off their 
jobs. It is safe to conclude, however, from the overwhelming weight 
of opinion, that vacations with pay for industrial wage earners have 
become an accepted practice in industry. 


July, 1926 G. A. B. 


ALLEGHANY Company! 
MANUFACTURER—METAL PRODUCTS 


Hirinc—Dissatisfaction among Supervisors Caused by Reemployment of 
Workers. A worker of 30 years’ service left a manufacturing company’s 
employ because of an unexplained reassignment which he deemed unjust, 
and because of the loss of wages resulting from an order made effective 
without his knowledge. After quitting, he spread stories of the unfair 
treatment he had received from the company. The superintendent, upon 
investigation, decided to reemploy this worker and found work for him 
in a third department. Thereupon, the foreman in whose department 
the worker previously had been employed wished to resign. Other fore- 
men were in sympathy with this foreman’s position and they became 
antagonistic to the superintendent. 


(1915) 


A worker of 30 years’ service with the Alleghany Company, 
a metal-manufacturing plant employing 3,500 people, left the 
company’s employ because of an unexplained reassignment which 
he deemed unjust, and because of loss of wages resulting from 
an order made effective without his knowledge. After quitting, 
he spread stories of the unfair treatment he had received from 
the company. The superintendent, upon investigation, decided 
to reemploy this worker and found work for him in a third depart- 
ment. Thereupon, the foreman in whose department the worker 
formerly had been employed wished to resign. Other foremen 
were in sympathy with this foreman’s position and they became 
antagonistic to the superintendent. The superintendent wished 
to be just to the worker, yet he did not wish to strain his rela- 
tions with the junior executives. 

The stories spread by this worker, whose name was Wilkes, 
had reached the superintendent of the plant indirectly. The 
superintendent believed that Wilkes was spreading stories of un- 
just treatment wherever possible. The superintendent assigned 
his assistant to the case, and the assistant interviewed Wilkes 
at the latter’s home. 

In this interview it appeared that Wilkes had two definite 
grievances against the company. In the first place, he said that 
he had been transferred from one department to another, 
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although another employee of only a few months’ service had 
been allowed to remain in the first department. Wilkes’ second 
grievance was that the foreman in the department to which he 
had been reassigned had not notified him of an important wage 
ruling and that, as a result, he had suffered an excessive loss of 
wages. In explanation of this grievance, Wilkes said that one 
Wednesday morning the men near him told him to hurry in set- 
ting up his frame or he would not make his regular wages that 
week. He regarded their statements as merely of a joking nature 
until he opened his pay envelope on Saturday. “Then,” said 
Wilkes, “I got through,” meaning that he quit the employ of the 
company immediately. Finally, Wilkes said that the foreman 
in the wire department to which he had been assigned was preju- 
diced against him from the start and consequently had “nagged” 
him. 

The superintendent’s assistant tried to learn the extent of truth 
in these charges. As regards the transfer, he found that Wilkes 
was transferred from his old department because work was slack 
in it. He was not discriminated against in favor of men who had 
been in the employ of the company for a few months. Some men 
were retained at the time in the “old department” because work 
there was thought to be temporary. Later, most of those men 
were discharged. The superintendent had told the foreman of 
that department, Elkins, to “look out for the long-service men.” 
Elkins, therefore, had arranged to transfer Wilkes to the wire 
department in charge of Oakes. 

In the matter of the wage ruling, the assistant found that the 
executives had thought that the wire drawers had wasted time in 
setting up their frames. The superintendent had approved a 
ruling which stated that wire drawers should not be paid for time 
spent in setting up their frames, but that they were to be paid 
for the production of the frames. Oakes had told the wire 
drawers of this order verbally on Monday morning. 

Oakes, when questioned, was not positive that he had told 
Wilkes of the ruling regarding nonpayment for time spent by 
wire drawers in setting up frames. Oakes said that he had gone 
from one man to another and had made the announcement. He 
doubted if any one had been missed, but he was not able to make 
an absolute statement. Oakes, considered one of the best fore- 
men in the works, denied that he had been hectoring Wilkes. 
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The assistant then questioned Wilkes again and found that 
Wilkes had not reported until 11 o’clock on the last Monday he 
worked at the company’s plant. His wife had been ill at that 
time. 

The assistant talked to other foremen under whom Wilkes had 
worked during his 30 years of service with the company. The 
assistant was unable to find any instance of trouble between 
Wilkes and his superiors or fellow workers. The assistant re- 
ported his findings to the superintendent. 

The superintendent decided to reemploy Wilkes. It was neces- 
sary, however, to hire Wilkes in another department for tem- 
porary work until he could be reassigned to the wire-drawing 
department. Accordingly, the assistant was asked to see a third 
foreman, March, who was hiring men at the time. The assistant 
told March about the Wilkes case and a day later introduced 
Wilkes to March, who employed Wilkes. March then told Oakes 
that he, March, had hired Wilkes “at the suggestion of the office.” 
On learning about this, Oakes came to the superintendent and 
said that he wished to resign. March and Elkins, Oakes said, 
were in sympathy with his position. The superintendent argued 
with Oakes and then called in March and Elkins. Their posi- 
tion was that Wilkes’ reemployment was bound to impair the 
authority of other foremen in the plant and that it would destroy 
Oakes’ authority in his department. March and Elkins were 
unusually reticent in making statements in this interview. The 
superintendent asked Oakes to reconsider his resignation for a 
day or two and promised to find a way out of the difficulty that 
would not reduce the authority of the foremen in the plant. 

News of the case spread among the foremen in a few hours, 
and they were disturbed as a result of it. They were displeased 
with the reinstatement of Wilkes; they were antagonistic to the 
superintendent. 


Commentary: ‘The general impression created by this case is that 
the company’s method of dealing with workmen’s grievances at the time 
was not well organized. Wilkes’ grievances were really the result of 
misunderstandings. He had not been victimized or unjustly treated; 
he merely had not been told of the reasons for certain orders which 
directly affected him. In the first place, Elkins, who transferred him, 
had not explained the reasons for the transfer, and then Oakes, under 
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unusual circumstances, had failed to inform Wilkes of the pay ruling 
concerning the time spent in setting up wire frames. 

After reassignment to the wire-drawing department, Wilkes probably 
was disgruntled. Perhaps Oakes had to call him to task. We are 
informed that Oakes was one of the best foremen in the plant; pre- 
sumably he was careful to obtain diligent service from his subordi- 
nates. Wilkes would have interpreted any comment of this kind, 
however, as an additional personal injustice. Had Wilkes understood 
the reason for his reassignment, his behavior in Oakes’ department 
probably would have been more satisfactory. Oakes probably would 
have had no occasion to reprimand Wilkes and, hence, the charge made 
by Wilkes regarding hectoring by Oakes would not have been made. 

It appears that the superintendent’s action in arranging independently 
for Wilkes’ reemployment was an error. The superintendent should 
have taken no action in this case beyond its investigation until he had 
consulted with the foremen concerned. Wilkes had spread stories and 
therefore had done damage to the company which he would not correct. 
His reemployment by the superintendent might be taken as an admis- 
sion of junior executive errors. 

The foremen in this case feared that Wilkes would repeat the stories 
of his “unjust” treatment. Had Wilkes done so, his stories certainly 
would have had an adverse effect upon the supervisors’ morale and 
authority. Both foremen were irritated by the superintendent’s 
reemployment of Wilkes, arranged without consulting them, because 
of the interpretation unfavorable to them which could be placed upon 
it. They questioned whether the superintendent was not undermining 
their positions. The case emphasizes again the need in reemploying a 
worker of getting the views of the immediate superior under whom he 
worked previously. 

Had the company employed a representative at the time whose duty 
was to interview persons leaving its employ, that official might have 
adjusted this case. The company did not ask Wilkes for his story. 
Uncorrected misunderstandings caused him to quit work and to voice 
resentment against this employer. 

After establishing the facts in this case, and in view of the executive 
relationships which apparently existed, the superintendent should have 
requested Oakes to interview Wilkes and explain the matters con- 
cerning which there was a misunderstanding. Because Wilkes had 
left without making his grievances known and because he then had 
spread stories of injustice received from the company, the company 
was not obligated to rehire him immediately in case his position in the 
wire department had been filled. Oakes, however, might have offered 
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to reemploy him when a vacancy occurred. Had Wilkes gone back to 
work under Oakes, that fact would have been tangible evidence that 
Wilkes’ opinion of the company had changed from that expressed in 
the stories. It must be admitted, however, that the supervisory organ- 
ization was partly responsible for those stories. 


March, 1926 jJ. W. R. 


CuracoA RUBBER ComMPANY? 
MANUFACTURER—RUBBER SHOES AND TIRES 


Propuction Controt—Production Standards Set by Time Studies. A com- 
pany manufacturing rubber shoes and tires wished to introduce a modi- 
fied form of the piece-rate system into its heat-treating department, 
where the work consisted of loading shoes into heating cars and of un- 
loading the shoes after a period of heat treating. The amount of work 
involved in loading and in unloading cars was identical. The unloading 
process was divided into six elements, and time studies were made of 
each element. The average time for one element was computed by 
finding the modal figure; for the other elements, which did not yield 
a distinct mode, arithmetic averages were computed. On the basis of 
these averages, after taking into consideration delay allowance factors, 
a standard time was set for the whole operation. 


Waces—Change from Day Rate to Piece Rate. After standards for the oper- 
ations of its heat-treating department had been set by means of time 
studies, a company manufacturing rubber shoes and tires changed the 
department from a day-rate basis to a modified piece-rate basis, which 
was expected to increase the workers’ daily earnings. Workers previously 
had been paid 50 cents an hour. Under the new system, they were 
guaranteed a basic rate of 48 cents an hour, and were to receive that 
rate or their piece-rate earnings, whichever were higher. 


PRODUCTION STANDARDS—A greement as to Revision. When a company man- 
ufacturing rubber shoes and tires adopted a modified piece-rate system 
in its heat-treating department, it set work standards on the basis of 
time studies. The standards were guaranteed against revision unless 
the process was changed. Whenever improvements in the process 
constituted an actual departure from the methods timed, the company 
retimed the operation as revised and set a new standard. 


(1924) 


The Curacoa Rubber Company wished to extend a modified 
form of the piece-rate system to a department in which tennis 
shoes were heat-treated. 

This step was decided upon in 1924 as a part of a program to 
introduce a modified form of piecework in a number of depart- 
ments in the Curacoa Rubber Company’s plant, which there- 
tofore had been upon a daywork basis. The company manu- 
factured tires, tennis shoes, and several other lines of rubber 
goods. The plant was located in a large eastern industrial cen- 
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ter and employed approximately 5,000 workers. The tennis 
shoe manufacturing capacity of the plant was limited by the 
equipment in the heat-treating department for tennis shoes. 
The manufacturing capacity in other departments working upon 
tennis shoes could be expanded by increasing the labor force in 
those departments, as that work was done by hand. The aim 
of the company in establishing the new wage system in the heat- 
treating department for tennis shoes was to cause the vulcanizers 
in that department to be used more intensively by the workmen 
in the department. 

The wage-payment system adopted by the company was a 
modification of the ordinary piece-rate plan. Workers were 
guaranteed a basic day rate and received either their day-rate 
or their piece-rate earnings, whichever totaled the more. When- 
ever a worker’s production exceeded the established standard, he 
received three-fourths of the normal piece rate for units pro- 
duced in excess of the standard. Standards were obtained by 
timing operations with a stop watch. 

The company’s practice in making time studies was, in the 
main, to time the existing practice. When, however, the engineer 
making the studies noted obvious inefficiencies, he asked the 
workmen to correct their methods prior to the final timing of 
the work. When standards were set, the workmen were assured 
that the standards would not be revised unless the process was 
changed. The company found that the incentive plan induced 
foremen and employees themselves to devise better methods. 

These changes frequently enabled a group of workmen to in- 
crease their earnings beyond the sums normally earned by other 
workmen of the same grade. Whenever improvements in the 
process constituted a real departure from methods that were 
timed in the setting of the existing standard, the company retimed 
the operation as revised and set a new standard. In that process, 
however, the company endeavored to compensate the men for 
improving their methods. On the other hand, it was necessary 
to maintain a rough parity between the earnings of employees 
of the same grade, to avoid dissatisfaction and friction between 
them. 

After the time-study department had fixed a standard, the 
standard was referred to the proper line executive for acceptance. 
At times, line executives refused to accept a standard set by the 
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time-study department. In that event they were not allowed to 
apply any other standard but had to use a time wage until some 
agreement was reached on the standard in dispute. Standards 
accepted by line executives were put into effect as administrative 
orders. No shop-committee system was in effect in the plant of 
the Curacoa Rubber Company, and no workers’ committees 
reviewed the standards set by the time-study department before 
those standards were applied. 

In the manufacture of rubber shoes, the uppers were stretched 
on lasts and the soft rubber soles were cemented to the uppers. 
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Exhibit 1: Layout of heat-treating department—Curacoa Rubber Company. 
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The shoes then were vulcanized in the heat-treating department. 
The period of vulcanization varied from one to five hours, de- 
pending upon specifications drawn up by the company’s lab- 
oratory. The average time of the “heat” was two hours. There 
were six “heaters” in this department. The number of pairs of 
shoes which could be manufactured during a day depended also 
upon the length of the heats. There had been four men and a 
foreman in this department; these men worked singly. 

Exhibit 1 shows the arrangement of the heat-treating depart- 


EXHIBIT 2 


PRELIMINARY TIME Stupy oF Errements A, B, C, D, AND E oF 
UNLOADING Process IN HEAT-TREATING DEPARTMENT OF 


CurACOA RUBBER COMPANY 
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Curacoa Rubber Company Preliminary Study Sheet No. 32364 


Department Name: Heater Date: 2/5/24 Operation: Unload cars of 
Building 19 tennis and gummed shoes 
Type of Work: Hand Operator: 189 Sex: Male 
Observer: M.T.M. Foreman: S. N.C. 
Time Started: 4:20 Time Stopped: 4:34 Time Elapsed: 14 min. 
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ment. The rubber shoes were transported from the making 
department to this department on trucks carrying 12 bars, each 
of which held from 4 to 8 pairs of shoes. This variation resulted 
from the different sizes of shoes held on the bars. Each side 
of the truck carried 6 bars, one above the other. The loaded 
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PRELIMINARY TIME STuDY OF ALL ELEMENTS OF UNLOADING PROCESS 
IN HEeAT-TREATING DEPARTMENT OF CURACOA RUBBER COMPANY 








Curacoa Rubber Company Preliminary Study Sheet ~ No. 32365 


Department Name: Heater Date: 2/5/24 Operation: Unload cars of 
Building 19 tennis and gummed shoes 
Type of Work: Hand Operator: 193 Sex: Male 
Observer: M.T.M. Foreman: S. N.C. 
Time Started: 2:27 Time Stopped: 3:34 Time Elapsed: 41 hour, 7 
minutes 
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trucks were taken off the elevator and stored in the passageway 
adjoining the heat-treating department until a heater was ready 
for filling. An inspector made a notation of the number of each 
lot and the time at which it was taken into the treating room. 
The men in the heat-treating department transferred the bars 
to specially constructed cars which later were run into the 
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PRELIMINARY TIME StuDy oF ALL ELEMENTS OF UNLOADING PROCESS 
IN HEAT-TREATING DEPARTMENT OF CURACOA RUBBER COMPANY 








Curacoa Rubber Company Preliminary Study Sheet No. 32365 


Department Name: Heater Date: 2/5/24 Operation: Unload cars of 
Building 19 tennis and gummed shoes 
Type of Work: Hand Operator: 103 Sex: Male 
Observer: M. T. M. Foreman: S. N.C. 
Time started: 2:27 Time Stopped: 3:34 Time Elapsed: 1 hour, 7 
minutes 
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heaters. There were three cars to each heater. Each car held 
on the average 2 truck loads or 24 bars. The trucks were similar 
to those used elsewhere in the plant for transporting shoes. The 
cars, which were run on tracks in the heat-treating department, 
were designed only for use in connection with the heaters. 

After bars of shoes had been transferred to a car, the car was 
pushed into the heater. After the heater was filled, the door was 
closed and live steam was admitted into the heater for a desig- 
nated length of time. At the conclusion of that period, the heater 
door was reopened, the cars were withdrawn, the bars they con- 
tained were transferred back to trucks, and the trucks were 
pushed to the elevator. The inspector noted the lot numbers 
and the time at which the trucks left the heating room. 

Since the amount of work involved in loading and in unloading 
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PRELIMINARY TIME STUDY oF ELEMENT C oF UNLOADING PROCESS 
IN HEAT-TREATING DEPARTMENT OF CURACOA RUBBER COMPANY 





Curacoa Rubber Company Preliminary Study Sheet No. 32366 
Department Name: Heater Date: 2/7/24 Operation: Unload cars of 
Building 19 tennis and gummed shoes 
Type of Work: Hand Operator: 198 Sex: Male 
Observer: M.T.M. Foreman: S. N.C. 
Time Started: 10:34 Time Stopped: 10:47 Time Elapsed: 13 min. 





TIME FOR ELEMENT C RECORDED IN SECONDS 





Unload Bars from Car to Truck—Bar Number 











I 2 3 4 5 

7 8 9 Io II 12 Total 
9 7 8 12 9 to 55 
7 6 £3 10 7 8 51 
Ir 9 12 8 9 9 58 
7 10 8 5 Ir 18 59 
10 II 9 8 9 6 53 
8 7 5 10 Ir to St 
7 Io re 10 7 4 6r 
9 12 15 Ir 9 Io 66 
8 7 5 9 Io 13 52 
Io 8 8 7 12 9 54 
15 12 8 9 Io 13 67 
9 11 to 10 II 12 63 
18 7 8 7 13 14 67 

——ooo——_—_[_[{_{_{_—_—_—_—_=—S==s=== = 
128 117 122 116 128 146 757 
Time ELAPSED 


60)757 seconds _ 
12.6 minutes 


Nore: Read horizontally from left to right. Complete cycle is represented by two lines. 


CURACOA RUBBER COMPANY 183 


cars was identical, it was decided to make a time study of the 
unloading process and to use the standards thereby determined 
for both loading and unloading. In making this time study, the 
engineer divided the operations into six elements: 

(A) Pushing the car along track from the heater; 

(B) Getting an empty truck from the rear of the room; 

(C) Unloading the bars from the car to the truck; 

(D) Turning the truck; 

(E) Pushing the loaded. truck to the elevator; 


(F) Pushing the empty car off the run onto another track by means 
of the turntable. 


Although there were but four workmen employed in the de- 
partment, the engineer decided to time three of them. These 
men differed in ability. The results of these studies are shown 
in Exhibits 2, 3, and 4. Exhibit 2 represents a time study of 
elements A, B, C, D, and E; Exhibit 3 of all elements; and Ex- 
hibit 4 of element C only. In making the studies the engineer 
snapped back the watch hand to zero after timing each element. 
He verified these element readings by contrasting them with 
total elapsed time for the operation, read from an ordinary 
timepiece. 

Since each car contained two truck loads, element A occurred 
only for every other truck. Element B occurred for every truck. 
Element C was the time taken in transferring bars. After six 
bars had been removed from one side of a truck, the truck was 
turned, element D, and then six more bars were unloaded before 
the truck was pushed to the elevator, element E. 


EXHIBIT 5 


DELAY ALLOWANCE FAcTORS FOR ELEMENTS OF UNLOADING PrRocEsSs 
IN HeEaAtT-TREATING DEPARTMENT OF CURACOA 
RUBBER COMPANY 














Allowance 
Elements Factors 
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EXHIBIT 6 


CoMPUTATION OF ARITHMETIC AVERAGES FOR ELEMENTs A, B, D, E, 
AND F oF PRELIMINARY TIME StupiES No. 32364 AND No. 32365 
IN HEaAtT-TREATING DEPARTMENT OF CuRACOA RUBBER 
CoMPANY 


(Time given in seconds) 

















Although not all trucks were uniformly loaded, and therefore 
a standard for unloading or loading a truck would be applicable 
only over a series of truck handlings, the engineer decided to 
determine the average time of unloading or loading a truck from 
the trucks handled during the period of the time studies. This 
standard would fit in well with the other elements studied, which 
had reference to the handling of the trucks. The additional cost 
of having an inspector note the number of bars on each truck was 
thought to be unwarranted. 

Because of the fatigue involved and the knack required in 
unloading bars, it was decided to apply a separate delay allow- 
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EXHIBIT 7 


SELECTION OF MopAL FIGURE FOR ELEMENT C oF UNLOADING PROCESS 
IN HEAT-TREATING DEPARTMENT OF CURACOA RUBBER COMPANY 
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7X11 =77 
8X11 =83 


| 9X13 =117 
10X14 =110 
= cee 


Average of Modal Group 8.6 


Mode =7 Mode=8 





ance to each study of element C. In the case of the other ele- 
ments, the engineer decided that the operations required so little 
skill that only one delay allowance would be used for each. In 
the computation of the averages for the elements other than C, 
preliminary time studies No. 32364 and No. 32365 were com- 
bined. The delay allowances for each element as selected by 
the engineer are given in Exhibit 5. 

After the stop-watch times had been recorded and the delay 
allowances figured for each element, the next task of the time- 
study observer was to determine the standard time for each 
element. In the determination of the average, abnormal time 
records were not discarded, because the engineer believed that 
a complete picture should be presented. The minimum time for 
each element was not taken as the standard, inasmuch as a 
worker could not be expected to attain it normally. The modal 
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group was considered representative in case a large number of 
observations were taken upon the same element. With the 
exception of element C, however, there were not sufficient observa- 
tions in the studies to yield a distinct mode. The median was 
thought to give insufficient weight to the extreme items. From 
the results of the time studies, arithmetic averages were com- 
puted for all the elements except C, and the modal figure was 
computed for element C. These computations are shown in 
Exhibits 6, 7, 8, and 9. 

While the number of trucks loaded in the preliminary time 
studies No. 32364 and No. 32365 was 27, only 15 times were 
recorded for element A, since there were approximately two truck 
loads of bars on each car. The total time was divided by 27 to 
give the average time per truck. Since element F occurred only 
in preliminary time study No. 32365, where there were only 21 


EXHIBIT 8 


COMPUTATION OF STANDARD TIMES FOR EACH ELEMENT OF UNLOAD- 
ING Process, INCLUDING DELAY ALLOWANCE FAcCTorRS, IN Heat- 


TREATING DEPARTMENT OF CURACOA RUBBER ComPANy 
eee ee 


























18.6 
ELEMENT A Average = 18.6 seconds S= X1.45=.45 minutes 
60 
ee 
19.9 
ELEMENT B Average = 19.9 seconds S= X1.35=.45 minutes 
60 
I2X7 
ELEMENT C* Mode No. 32364 S= X1.60= 2.24 minutes 
60 
12xX8 
No. 32365 S= X1I.40=2.24 minutes 
60 
12X8.6 
No. 32366 S= X1.30=2.24 minutes 
60 
9.1 
ELEMENT D Average= 9.1 seconds S=—X1.05=.16 minutes 
60 
22 
ELEMENT E Average = 22 seconds S=—X1.35=.50 minutes 
60 
a ee es ee ee eee 
12 
ELEMENT F Average = 12 seconds S=—X1.25=.25 minutes 
60 


*Mode only basis used for element C. 
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EXHIBIT 9 


SUMMARY OF STANDARD TIMES FOR ELEMENTS OF UNLOADING PROCESS 
IN HEAT-TREATING DEPARTMENT OF CURACOA RUBBER COMPANY 


Per Car Per Truck 
Element (Minutes) (Minutes) 
Lky SHUG NCE OM oy NEATAEMG Oe om oce on deesbo ade 45 es 
Ba Getiemptyr trucks rm scdes sires rae - ey 45 
iC Woad one truck from care. . .. cece se oe ee a 2.24 
ID Maburn tru ckearound eer este ciie: etn t ane .16 
ie Push trucksto elevators scads rican see: nee -50 
FSP PuShCarawayioeie ves cies ee seers give: 


To unload car (load two trucks)............ oe 
To handle car (including unloading)........ aA .70 plus 6.70=7.40 
To unload heater (handling three cars) 22.20 








trucks, the average for that element was derived by dividing 
the total time by 21. 

Since the unit used in element C was a bar, in the computa- 
tion of the standard time for that element the average time as 
figured from the mode was multiplied by 12 in order to get a 
truck load as a unit. In preliminary time study No. 32366 there 
was no distinct mode, and an arithmetic average was taken of 
the 7-, 8-, 9-, and ro-second groups. This average also was mul- 
tiplied by 12. 

The standard for unloading a car was set at 7.40 minutes, the 
figure derived from the use of the arithmetic averages for ele- 
ments other than C and the use of the modal figure for element C. 

The men in this department had been paid 50 cents an hour on 
daywork. In guaranteeing the time rate under the new system, 
the company believed that 48 cents an hour, or a reduction of 
2 cents, would be justified, as it was expected that under the 
premium system the men would earn more than 50 cents. Within 
a month the men were earning 60 cents an hour. The foreman 
was transferred to another department because the four workmen 
were able to take over his duties, 


ComMMENTARY: In this case equipment performance was regulated 
by technical requirements. The efficiency of labor in handling equip- 
ment was the variable factor. 

As a basic wage per hour was guaranteed, the incentive force of the 
new system, which was intended to improve labor efficiency, was to 
depend largely upon the employees’ faith that the piece rates would 
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not be cut. The circumstances outlined in the case, however, cause 
doubt regarding this important point. 

When existing practice is studied for purposes of rate setting, the 
standards frequently cause difficulties in their operation. It can be 
assumed that the efficiency of existing practice in various operations 
is not uniform. Therefore, the workers, induced by piece rates to 
improve existing practice, have unequal opportunities to effect such 
improvement, and their several earnings become out of line unless they 
are careful to restrict output. If the earnings do get out of line, the 
company, in the words of the case, has “to maintain a rough parity 
between these employees’ earnings,” and this usually involves rate cut- 
ting, more or less disguised in nature. In this event, the inducement 
for the workers to improve their methods becomes negligible. If the 
workers have to restrict output to prevent their earnings from getting 
out of line, their attitude of mind becomes harmful to the company 
and prevents them from enjoying the satisfaction arising from doing 
work well, 

It would seem best in a case of this kind for the management first 
to improve the methods of doing the work, then to train the operators 
in those standard methods; this procedure would necessarily involve 
some extra supervisory effort and expense. Only after these steps are 
taken should the management apply a standard time system. There- 
after it may be assumed that improved efficiency in the department is 
chiefly the result of workers’ efforts and that those efforts can be 
rewarded in proportion to the increased output of the department. 

To pay but three-fourths the piece rate for work above standard is 
not justifiable unless the base rate is above the market rate for com- 
parable labor. In producing a unit of surplus production the worker 
certainly expends as much effort as he would expend in producing a 
unit of standard output. Furthermore, the company, in obtaining 
surplus production, gains by an almost proportionate reduction in 
overhead expense per unit of product. For these reasons the piece rate 
ordinarily should not be reduced when a worker produces output 
beyond the required standard. 

The company’s endeavor to compensate men for improving their 
methods in consequence of this wage plan would seem to lead to diffi- 
culties. In view of the lack of standardization of operating conditions, 
the workmen, as has been mentioned, would be compensated to some 
extent in proportion to the relative inefficiency of the management in 
their respective departments prior to the setting of standards. 

The company conserved the responsibility of its line officials by not 
permitting standards to be installed unless those standards had the 
foremen’s approval. This part of the wage policy is to be endorsed. 
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In timing work the practice of snapping the watch back to zero after 
timing each element is questionable because some workers believe that 
thus some elapsed time is missed in the readings. This belief renders 
the time-study man’s work more difficult. Some time-study men, 
moreover, believe that by taking readings with the watch running 
continuously they can record more easily the duration of delays and 
of variations. 

The case is instructive in pointing out the merit and demerit of 
the several mathematical methods of determining standard times from 
time-study data. A method that gives weight to extreme items is appro- 
priate in the event that standard conditions are not closely approxi- 
mated. But, in that event, the standards set should be established 
only on a tentative basis and should be used only by the management 
in improving methods and not as the bases of wage calculation. 

It is difficult to believe that 4 men were necessary in this department. 
We learn that the average time of a heat was 2 hours. In a normal 
workday of 8 or 9 hours there would be approximately 24 heats. The 
standard time for loading and unloading a heater was between 44 
and 45 minutes. (To load 3 cars, 22.2 minutes; to unload 3 
cars, 22.2 minutes.) Eighteen man-hours would be required to do 
this work 24 times (24 X [45-60] =18). This calculation dis- 
regards overlappings resulting from the concurrent terminations of 2 
or more heats. Would not 2 men and a working supervisor, capable of 
scheduling heats efficiently, have been able to do the work of this de- 
partment? This would make available a 33% excess man-capacity to 
take care of overlappings and emergencies. 

Circumstances can be visualized in which it would be advantageous 
for two of the men to work together in unloading or loading cars. To 
obtain this cooperation it might have been desirable to install group 
piece rates rather than continue to calculate piece-rate earnings upon 
an individual basis. 

The Curacoa Rubber Company should have endeavored to improve 
the handling methods in this department, perhaps by providing de- 
tachable truck bodies which could be transferred, when loaded, to a 
heater-car. In any case, the company should have provided extra sets of 
cars in the heater room. The workers then could have loaded these in 
advance of the emptying of the heaters. The recharging of a heater 
could have been done in a few moments and thus each heater would 
have been in use the maximum length of time during the working 
day. The employees, moreover, could have regularized their work by 
having available extra cars which they could load or unload in the 
intervals between the work of recharging heaters. 


March, 1927 J. W.R. 


SCARBOROUGH Mitts! 
MANUFACTURER 


Hirinc—Reemployment of Strikers. After the 15 men in the yard crew 
of a manufacturing company had struck rather than have their work 
time-studied, the general manager offered them an opportunity to return 
to work the next morning and submit to time studies, but stated that any 
man who did not report at that time would ‘be refused employment by 
the company thereafter. Three men who reported at the stated time 
were rehired. Five other men reported for work several days later. The 
manager, then in need of laborers for the yard crew, had to decide 
whether to rehire these five men. 


(1922) 


The Scarborough Mills, a manufacturing company, was estab- 
lishing production standards for the tasks performed by its con- 
struction men. Time studies showed the times necessary to do 
various jobs, and the men were paid bonuses for completing tasks 
in less than the stipulated time. The bonuses were equal to one- 
half the earnings at regular rates for time saved. 

Many of the construction men already were being paid accord- 
ing to the bonus system. The company had made numerous time 
studies for the purpose. One Thursday afternoon 15 men in the 
yard crew were unloading from freight cars cement which was 
to be used in the construction of an extension of the plant. A 
time-study man approached the group and told them that he was 
going to study them for purposes of placing them upon the bonus 
system. About 2 o’clock he took out his stop watch and began 
to make notations. Two of the men quit work at once and after 
some argument they persuaded the rest of the crew to stop also. 

The time-study man pointed out the advantages which the 
employees in other parts of the plant had obtained from the 
time study and bonus system, and asked the yard crew if they 
did not want to make more money. The men were surly and said 
little except that many things would happen before they would 
consent to have time studies made. When the foreman of the 
yard crew appeared, he told the men that they were in danger of 
being discharged if they did not submit to time study. They 
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laughed, however, and reminded him of the times in past years 
when men had been “fired” and paid off on Thursday afternoon, 
including the two weeks’ pay always held back, only to be hired 
again on Friday morning or whenever they chose to apply for 
work. The men said they would come back to work as soon as 
the time-study man left. 

At 3 o’clock, when it was evident that the men were determined 
to maintain their position, the foreman and time clerk notified 
the superintendent of the construction department. Realizing 
that the trouble was serious, the superintendent at once reported 
the matter to the general manager, who recently had replaced a 
former general manager because of a growing spirit of insubordi- 
nation among the employees. At 3:30, when the general manager 
arrived at the yard, he found the men hard at work unloading 
cement. In reply to his question as to what was the trouble, the 
men said that everything was all right and that they would re- 
main at work as long as no attempt was made to make time 
studies of them. Although these men were high-class, English- 
speaking laborers, the only reasons that they gave for refusing to 
work under time-study observation were that they did not care 
to have any young college man around holding a stop watch on 
them and that they were working hard enough already. They 
admitted, however, that many of the employees in other parts 
of the plant seemed to think well of the bonus system. 

The general manager replied that he was going to have time 
studies made of the yard crew’s tasks even if he had to do it him- 
self. Taking out his watch, he told the men to begin work. This 
they refused to do, but said that they would start as soon as he 
put away his watch. The general manager told them that as 
soon as they began work the time study would begin too. At 
4 o'clock, when the men still refused to start, he told them all 
to go home and think it over until the next morning. He said 
that the men who came back to work then would lose no time, 
but that any man who did not report by 7:30 the next morning 
could never again work for the Scarborough plant. 

Three of the men reported at 7 o’clock the next morning and 
were again put to work unloading cement. The following Mon- 
day when five of the others reported to the employment office, 
the employment manager told them that he had received strict 
instructions from the general manager not to hire them under 
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any circumstances, but that as men were needed urgently, they 
might ask the general manager directly what he would do for 
them. The five men went into the general manager’s office, where 
they told him that they were now perfectly willing to cooperate 
in the time studies and that they would not have thought of 
striking had it not been for the two men who quit first and per- 
suaded the rest to do likewise. One of the five claimed that he 
had intended to come back Friday morning, but had caught a 
heavy cold and had not been able to leave his home until Sat- 
urday afternoon. 

The general manager had to decide what action to take in the 
case of these five strikers. No decision has been reported by the 
company for this case. 


CoMMENTARY: This company had placed most of its employees 
upon some system of incentive wage payment. Construction work, 
however, is difficult to place upon an incentive wage-payment basis 
because of its nonrepetitive nature and the many variables surrounding 
it; hence, it would be left until last in the process of applying work 
standards and the bonus system. While the incentive wage payment 
was a part of the company’s policy, it was important that no collective 
action should be tolerated that would discredit the system. We are 
informed that a spirit of insubordination had grown in the plant under 
a previous manager. The new manager was desirous of preventing any 
further growth of this spirit. 

When the men first refused to work under the observation of the 
time-study man, the latter explained the merits of that system to them. 
The general manager again discussed the system with them. The ring- 
leaders and perhaps some of the other members of the crew were not 
amenable to explanation, but had formed a prejudice against the system. 

In striking, these men indulged in direct pressure to influence the 
management’s production methods. Had the management submitted to 
this coercion, the precedent would have weakened subsequent efforts to 
maintain the incentive wage system. Since the employees applied 
coercion, the management had no alternative, but had to meet it in 
the same manner. 

The manager did the correct thing in asking the men to go home 
when they were at a point of emotional stress, so that they could think 
over the situation more calmly. The time limit compelled the men to 
make up their minds promptly. Because the manager made the unre- 
served statement that men who refused to return to work the following 
day would not again be employed by the company, he had tied his 
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hands on this point. In the interest of discipline enforcement he had 
to refuse employment to the five men who reported for work on Mon- 
day morning. The man who offered illness as an excuse did not 
deserve special treatment. The morning after the strike he could have 


sent a message to the employment office stating his desire to return 
to work. 


January, 1926 J. W. R. 


BERWICK MANUFACTURING CoMPANY! 
MANUFACTURER—METAL PRODUCTS 


WorxkInGc Conpitions—Classification of Irregularities Interfering with Em- 
ployees’ Output. As an aid to improving working conditions so as to 
avoid needless restrictions on pieceworkers’ output, a metal manufac- 
turing company operating several plants decided to classify all irregu- 
larities which the management could expect to control. 


Workinc ConpiTions—I/mprovement Stimulated by Wage Allowances to 
Pieceworkers for Time Lost. A metal manufacturing company, in order 
to stimulate managerial improvement of irregularities in working con- 
ditions which interfered with production and also increased costs, 
adopted a system of paying pieceworkers allowances for time lost be- 
cause of such irregularities. Responsibility for authorizing these allow- 
ances was placed upon immediate superiors who, therefore, would seek 
to prevent the existence of unstandardized conditions. 


Waces—Standardization of Allowances to Pieceworkers to Compensate for 
Irregular Working Conditions. A metal manufacturing company operat- 
ing branch factories had been obliged to make frequent temporary wage 
adjustments with its pieceworkers because their output was curtailed 
by irregularities in working conditions beyond their control. After 
studying the causes of such irregularities, the company decided to adopt 
uniform bases of pay for work done under the various classes of un- 
standardized conditions. 


Cost Accounts—Costs of Irregular Working Conditions Segregated. A 
metal manufacturing company with branch factories established a 
system of allowances to be paid to pieceworkers in recognition of the 
losses in wages caused by unstandardized working conditions. After 
reasons for the authorizations of allowances were classified, it was de- 
cided that those allowances should be segregated in the cost accounts 
so as to facilitate control. 


(1922) 

The Berwick Manufacturing Company paid its direct labor, 
with few exceptions, according to the piecework system. The 
company had been obliged frequently to make adjustments with 
workers who had shown that standard working conditions had 
not been maintained. Such adjustments in wages had not been 
made according to definite rules, and in May, 1922, the man- 
agerial council of the company referred this problem to the com- 
pany’s industrial relations advisor. The council expected him 
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to recommend rules governing the granting of allowances to piece- 
workers. : 

The company owned a number of manufacturing plants located 
in various parts of the country. For several years prior to 1922, 
the company had applied time-study methods in establishing 
production standards, but in 1922 there were still many rates in 
effect that had not been established by time-study methods. 
Tasks which the officials thought would be performed but seldom, 
had been priced in some cases by reference to piece rates for 
somewhat similar work. Time studies had been made for new 
tasks which were to be performed repeatedly. Work paid for 
under the piece-rate system was inspected, and the inspection 
system attempted to place responsibility for defective processing 
upon the individuals at fault. 

In 1919 the company had established a shop committee system 
under which employees elected representatives empowered to dis- 
cuss with plant officials questions of wages, working conditions, 
and disciplinary measures. During its first three years, the sys- 
tem had been found helpful to the management in dealing with 
those questions. 

The company’s industrial relations advisor made a preliminary 
survey of difficulties that had been experienced in the application 
of piece rates in several of the company’s plants. He classified 
these difficulties according to cause. Most of them appeared to 
be the result of managerial inefficiency or of special circum- 
stances. His report was as follows: 


I. Causes oF SPECIAL PAYMENTS TO PIECEWORKERS 


Special payments to pieceworkers have been and will continue to be 
a reflection of inefficiency in the managerial organization and they 
should be eliminated so far as possible. 

It is likely that some allowances of this character will have to be 
made, but these should be governed by standardized methods and so 
reported as to make it possible to determine the extent and causes of 
unstandard conditions at any time. 

A pieceworker’s time ticket always should show the man’s produc- 
tion multiplied by the regular piecework price. Any additional pay- 
ment over and above the established piecework price should be indi- 
cated separately and should be authorized on a special allowance blank 
referred to in a subsequent paragraph herein. 

Any allowance which is authorized is authorized for the current day 
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only. If the allowance must be continued on a second day, a second 
voucher should be filled out by the responsible authority. 

Temporary piecework prices should be abolished, with the possible 
exception of those applying to new parts or new lines of manufacture. 

The allowances recommended to be paid to workers having to work 
under unstandard conditions may be designated under three headings, 
namely: 

“A” rate—80% of the average earnings of the worker per hour; 

“B” rate—the average earnings of the worker per hour; 

“C” rate—a piecework price applicable to the individual case 
and paid in addition to the regular piecework price. 

The “A” rate is 80% of the average hourly earnings which are fig- 
ured at the end of each four-week period. In the calculation, overtime 
premiums or other premiums are not included. If a pieceworker’s 
average earnings per hour are not in excess of the base rate of his 
occupation, his “‘A” rate then shall be 80% of his base rate. In no 
event shall his “A” rate be less than the minimum rate paid for com- 
mon labor. 


Just prior to the time that these allowance rules were under 
consideration, the company had revised its wage schedule. Under 
the rules in effect, the base rate for each occupation bore a rela- 
tionship to the common-labor rate in the market. The base rate 
for an occupation, for example, might be 140% of the common- 
labor rate; that is, 56 cents an hour if the common-labor rate 
was 40 cents. The above paragraph provided, therefore, that if 
a pieceworker’s earnings in the operation assumed were less than 
56 cents an hour, the worker nevertheless would receive 44.8 
cents an hour as his “‘A” rate. With the common-labor rate at 
4o cents an hour, no “‘A” rate would be less than that figure. 

The report continued: 

When an employee is transferred from one occupation to another, 
he will receive the piecework prices applying to the occupation to which 
he has been assigned. His “A” rate shall be 80% of the base rate for 
that operation until such time as it is possible to establish an “A” rate 
on the basis of piecework earnings. In no event, however, shall the 
“A” rate be less than the minimum common-labor rate. 

The “B” rate is figured at the end of each four-week period. It is 
the average hourly earnings of the employee. Overtime premium or 
other premiums are not included in the calculation. 

The “C” rate, or additional piecework price, is set by the supervisor 
in each case. It is effective for one day only. 


II. Toe Causes ror ALLOWANCES AND THE RECOMMENDED RATES FOR 
EXTRA PAYMENT OF PIECEWORKERS 


These recommendations presume that the abnormal conditions have 
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arisen through no fault of the employee and that it is not desirable to 
send the employee home for the balance of the working day. 


Service Failures 
1. Stoppage of power. 


2. Breakage of pipe lines conveying oil or cooling solutions. 

Many of the metal working machines have a stream of 
oil or cooling solution continually poured upon the metal 
being cut by them. These liquids are piped from central 
reservoirs. The pipe lines sometimes break or become 
clogged. 

3. Shortage of stock upon which to work. 

In these cases (1, 2, and 3) pay the workman his “A” 
rate for the actual time involved (hours or fraction 
thereof). 

4. Failure of entire illumination system. 

No allowance. The company purchases light from a 
public utility corporation and therefore is not responsible 
for a failure of the entire illuminating system. 

Equipment Defective 
5. Breakdown of machines. 
6. Shortage of tools. 

Pay workman his “A” rate for the actual time involved 
(hours or fraction thereof). 

If only a part of the equipment in charge of an employee 
breaks down, the adjustments may be figured as follows: 
Supposing a machine operator regularly in charge of three 
machines has an “A” rate of 48 cents an hour. One 
machine breaks down. The operator is paid one-third of 
48 cents or 16 cents an hour during the time the machine 
is being repaired. 

If all the equipment in the charge of the employee is 
broken down and it is not desirable to send the employee 
home, he may be given a special assignment. In that case, 
the piecework rate applying to the special assignment should 
be paid. For example, a machine operator whose average 
hourly earnings are 60 cents and whose “A” rate is 48 
cents may be offered an opportunity to clean up the depart- 
ment. If the employee accepts that work, his wages for it 
are governed by the rate set for such duties, and the 48-cent 
“A” rate does not apply. 


Special Assignments 
7. Try out new equipment. 


8a. Assignment to experimental work, taken off regular task, 
usually for the development of new methods; cooperation 
with time-study men; rearranging an operation, and so forth. 
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Pay workman his average earnings per hour for the time 
actually involved (hours or fraction thereof). , 

8. Assignment to experimental work; worker finished with regular 
piecework occupation. 

Pay workman his “A” rate per hour for the actual time 
involved (hours or fraction thereof). 

g. Assignment to obsolete equipment. Pieceworkers have been 
assigned on several occasions to idle equipment still in the 
establishment but regarded as obsolete. This has been done 
when the modern machines capable of performing the opera- 
tions have been used to capacity. The old machines are 
poorly located from the standpoint of light and operating 
conditions, but are retained for emergencies. 

Pay worker an additional piecework price per 100 pieces. 

ro, Emergency orders. At times pieceworkers are asked to stop 
the processing of a lot and to set up their machines for 
small emergency orders either to furnish a customer with a 
repair part or to make parts to take the place of others found 
defective at the time of final assembly. Upon receiving 
such an order, the pieceworker has to reset his machine and 
devote especial attention to the emergency work. Upon 
completing it he again resets the machine and proceeds with 
the lot, the processing of which was interrupted. 

Pay workman his average earnings per hour for the 
actual time involved (hours or fraction thereof). 

11. Processing “fill in” orders. Near the close of the working day 
employees sometimes are given “short runs” to occupy them 
for the balance of the day. Thus, at 3:30 a worker who 
has completed the processing of a standard lot may be given 
three or four “short orders”; each directing him to process 
a small number of units, perhaps just a single unit, accord- 
ing to specifications. This involves setting up his machine 
several times, obtaining tools, blue prints, and special fix- 
tures, and doing other preparatory or supplementary labor. 
These orders are needed but not needed urgently. Typical 
orders of this kind are for the manufacture of repair parts. 

Pay worker his “A” rate for the actual time involved 
(hours or fraction thereof). 

All “set-up” and “change-over” work, necessitating com- 
pensation to the pieceworker, should be put on a separate 
piecework basis if possible, so that an employee can be 
compensated for additional set-up or change-over work on 
account of emergency orders, short lots, and so forth. 


Unstandard Materials 


12. Defective materials or unstandard materials such as salvaged 
items are issued to workmen at times. A typical case is 
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the use of defective castings made in the company’s foun- 
dries. These frequently are machined at less expense than 
would have been incurred by scrapping the castings and 
issuing a foundry order for additional castings. 

Defective material means work to be reclaimed or refin- 
ished which is defective through no fault of the employee. 
Parts spoiled by the employee should not be included in 
calculations of his piece-rate work earnings or allowances. 

13. Other purpose material. At times material to be used for a 
purpose slightly different from the one originally intended 
is issued to pieceworkers. This is done whenever the addi- 
tional labor cost is thought to be less in the judgment of 
the foreman than the cost of a new part made directly for 
the use in question. 

In these cases pay worker an additional piecework price 
for 100 pieces. 

The additional piecework price does not affect the regular 
piecework price. For example, a batch of castings may be 
found to be “hard.” The regular rate of 10 cents per hun- 
dred pieces for drilling is then thought to be unjust. The 
supervisor decides to pay the pieceworker for the handicap. 
In no case should the pieceworker be guaranteed his average 
earnings. The regular piecework rate should not be 
changed. The proper procedure is, however, to study the 
problem to try to determine the extent of the handicap due 
to unstandard conditions, and to arrive at a piecework price 
which is to be paid over and above the regular rate of 10 
cents per hundred pieces which, to illustrate, may be 3 cents 
per hundred pieces. 


Learners’ Allowances 
14. Learners. 

Pay worker the affiliated daywork rate set for the occu- 
pation to which he has been assigned. 

A reasonable length of time may be allowed an employee 
to become proficient at new work. At the expiration of 
that time, the employee is not entitled to any allowance 
under the above ruling. For example, a new employee 
whose base rate is 50 cents an hour would be paid a starting 
time rate of 4o cents an hour, that is, 80% of his base rate. 
A time limit would be set within which he would be expected 
to become familiar with and proficient at his work. During 
the first day his earnings at regular piece rates might be 
30 cents an hour or $2.70 for the nine-hour day. The pay 
roll then should record his production at regular piecework 
prices and an allowance of go cents—the difference between 
his earnings, $2.70, and nine hours’ time paid at his learner’s 
rate of 40 cents an hour, $3.60. 
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Teaching Allowances 
15. Teaching assignment. Piecework employees have been 
assigned to teach newcomers. 

Pay employee his average earnings per hour for the actual 
time involved (hours or fraction thereof). 

No Piece Rates Set 
16. When a pieceworker starts on a job for which no piecework 
price exists, or when for any reason a correct piecework price 
cannot be established in time to be used— 

Pay him his “A” rate for the actual time involved (hours 
or fraction thereof). 

Piecework prices will be established on all new work as 
soon as possible. They will be effective on notice to the 
pieceworker. If the pay roll is closed before the piecework 
price has been set, the employee will be paid later any dif- 
ference between the amount of wages due him, figured at the 
piecework rate, and the amount of money actually paid to 
him under the above ruling. 

Miscellaneous 


17. Guaranty of day rate. When an employee’s earnings, through 
no fault of the company, fall below the established daywork 
rate— 

No allowance will be made. That the piece rate is appar- 
ently fair is established by the fact that the typical employee 
on the job earns the expected base rate. An employee who 
fails to earn the expected sum is not entitled to an allowance. 
Any departure from this rule must be made by the super- 
intendent or his delegated representative. The correct treat- 
ment of such cases will have much to do with the discipline 
and morale of the plant. 


Attached to the report were forms for handling allowances; 
these forms, called allowance checks, were to be standard for 
all types of work. Inside the cover of the allowance check book, 
to be issued to each foreman, were stated the various causes for 
making allowances, the allowance code, and the proper method 
of figuring each item in the code. Allowance checks were to be 
used by the foremen daily whenever the occasion demanded an 
allowance. These forms were to be made out in duplicate. One 
copy without further approval was to be given to the timekeeper 
and was to be his authority for the pay roll entry. The second 
copy, after all clerical requirements had been fulfilled, was to be 
sent to the superintendent or his delegated representative. The 
intention of this procedure was that the originator of the allow- 
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ance check, alone, would be held responsible for the issuing of 
the allowance, subject to the scrutiny and criticism of the super- 
intendent or his appointee. The copy given to the timekeeper 
had to accompany the pay roll affected to the pay roll depart- 
ment, which prepared the departmental comparative statement 
showing the sum of all allowances. 

The company adopted the proposals in this report. 


CoMMENTARY: Although the report of the industrial relations 
advisor was apparently concerned with wages, its true purpose was to 
devise a method of stimulating immediate superiors to adopt measures 
for the correction of unstandardized working conditions. Employees 
are discouraged when these matters, which are outside their control, 
reduce their working effectiveness. 

This report marked no departure from the company’s practice of 
paying workers according to the piecework system whenever possible. 
The report specifically recognized the danger of departing from the 
piece-rate system in recognition of exceptional circumstances. When 
workers accustomed to the stimulus of the piece-rate system are sud- 
denly put upon a time basis of payment, their production often decreases 
substantially. 

The presence of the shop-committee system seems also to have been 
a noteworthy feature of the case. On account of that system, work- 
men were free to present demands for allowances in case they thought 
working conditions were abnormal. No doubt the workmen would 
become acquainted with the system of piecework allowances presented 
in the case. There was little danger, therefore, that the rule requiring 
supervisors to turn in vouchers for all piece-rate allowances would work 
hardship upon the workmen. That, however, might have been the 
result if employees had had no effective means for making grievances 
known to the management. The presence of a shop-committee system 
rendered it more certain that this plan for bringing unstandardized 
working conditions under control would be effective. 

As to the specific rates established by the proposal, these were dic- 
tated by technical considerations in the industry which the outsider 
is not qualified to pass upon. One feature of interest is that employees 
made idle through managerial inefficiency were not paid their average 
hourly earnings, but 80% thereof. This would seem to be a fair adjust- 
ment in view of the fact that the employee would be putting forth no 
effort while waiting for work or the repair of his machine. Another 
recommendation of interest was the basis of paying learners. They were 
started at 80% of the base rate. That fact, no doubt, furnished a 
strong incentive for the ambitious ones to increase their output. 
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The company’s rate structure seems to have been carefully designed. 
In the first place, the company linked its wage rates with the move- 
ments of the common-labor rate, thus recognizing general changes in 
the relation of supply and demand for labor. Second, differentials in 
recognition of skill and responsibility were figured as percentages of 
the common-labor rate. Thus, occupational rates were determined. 
They were the norms which the earnings of groups of pieceworkers 
were to approximate. Third, the earnings of the individual within any 
occupational group varied with his output. 

The “A” and “B” rates for an experienced employee reflected his 
relative diligence within this group. If the occupational or class rate 
had been used, all the individuals in a group would have been put 
upon the same level, and thus the personal incentive factor in the wage 
plan would have been lessened. 


March, 1926 J. W. R. 


SCARBOROUGH Mitts? 
MANUFACTURER 


Quatity Controt—Penalty for Doing Substandard Work to Obtain Large 
Bonus. A manufacturing company operated a bonus system by paying 
employees one-half the regular rate for time saved when they per- 
formed tasks in less than the specified period. A bonus committee, 
composed of employees exclusively, dealt with questions arising in the 
operation of the bonus system. The committee recommended to the 
management that two new men, working at tasks difficult to inspect 
closely, be discharged for having performed substandard work on which 
large bonuses had thus been obtained. 


(1922) 


In 1922 the bonus committee of the Scarborough Mills, com- 
posed exclusively of employees, recommended to the management 
that John Johnson and Sam Berwick, both members of the con- 
struction crew, be discharged for attempting to gain bonuses by 
not completing work according to specifications. 

Two years before, the general manager of the company had 
had the construction crew put on an incentive wage basis. Time 
studies were made in order to determine the length of time a 
given job should take. On each construction and repair job 
detailed information as to supplies, tools, and procedure was 
given to the men who were to do the work. When a job was com- 
pleted ahead of the schedule time, a bonus was paid equal to the 
wages for half of the time saved. 

Late in 1921 the company had constructed a new office.. The 
instructions given had specified that the wall board should be 
nailed on all four edges to the two-by-fours, one nail every twelve 
inches. The cracks between the pieces of wall board were to be 
covered with strips, similar to laths, which were wide enough to 
cover the nails as well. 

The committee’s recommendation had the following back- 
ground: About a week before, the general manager, while talk- 
ing to the time clerk in the new machine-shop office, happened to 
lean heavily against a section of the wall. He noticed that the 
wall was not solid and, upon removing the strip, found that as the 
wall board was nailed at the corners only, it was held by 4 nails 
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instead of 36, and consequently was not firm. Careful inspection 
of the office brought out the fact that the north and east walls 
were nailed properly, but that the south and west walls had but 
4 nails in each piece of wall board. 

When the general manager consulted the records in the con- 
struction office, he found that four men had worked on the wall 
board job, two of them receiving large bonuses. The records of 
the employment department showed that two of the men had 
worked for the company for over ten years and had excellent 
records, but that the other two, who had finished their jobs first, 
had been with the company less than a month when the office was 
built. Called to the time office in the machine shop, and asked 
which part of the wall board they had put on, the two old em- 
ployees stated that they both had worked on the well-nailed sides 
of the room. The general manager then called in the other two 
men, Sam Berwick and John Johnson. They admitted that they 
saw no need of putting in 36 nails when 4 nails would do as well. 
The general manager explained that experience had shown that 
the board should have a nail each foot, and pointed out to the 
men that the parts which they had put on six months before were 
beginning to warp. 

The cases of Johnson and Berwick were placed before the 
bonus committee, a group composed of employees who were 
elected every six months by all the employees in the plant to deal 
with questions relating to the bonus. Johnson and Berwick were 
given a long hearing, but although both men’s records were good 
except for this one instance, the bonus committee unanimously 
recommended that both men be discharged. 

This case was the first attempt made by an employee to “‘beat” 
the bonus. Good men for the construction crew had been difficult 
to secure, and because of the amount of instruction necessary for 
new men, the cost of replacing experienced men was high. On 
the other hand, the offense was serious, and unless the recom- 
mendation of the committee was adopted, other similar attempts 
might occur in the future. 


CoMMENTARY: The bonus system in this case applied to work 
which was difficult and costly to inspect. The construction crew really 
was on its honor to adhere to the quality standards specified in its 
instructions. Had the company condoned the offense of Johnson and 
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Berwick, it would have struck a blow at the incentive value of the 
system. That offense consisted in winning a large bonus by departing 
from instructions. The effects of a light sentence might have been 
further attempts to depart from quality standards and thus to win 
bonus money dishonestly. 

The sentence imposed by the advisory committee testified to the 
seriousness with which they viewed the issue. To have lightened the 
sentence would have impaired their confidence in and support of the 
bonus plan. Preservation of their morale was worth more than the 
cost involved in training two men to replace Johnson and Berwick. 


January, 1926 J. WR. 


RospsBeL SHOE ComPpANY?! 
MANUFACTURER—SHOES 


DIscIPLINE ENFORCEMENT—Proving Sufficiency of Reasons for Discharge. 
After a foreman in the lasting department of a shoe factory had dis- 
charged an employee for repeated attempts to pass work which previously 
had been rejected by an inspector, a shop committee appealed the em- 
ployee’s case to the manager. Its members believed that the inspector 
was prejudiced against the employee. Because the manager wished the 
inspector to have the confidence of the employees and the quality 
standards to have their approval, he reinstated the employee and 
awaited more conclusive evidence upon which to base discipline in the 
case. The employee repeated his offense under conditions adequate to 
prove the company’s contention, and he then was discharged. 


QuaLity ControL—Employee Discharged Because of Repeated Attempts to 
Deceive Work Inspector. In the lasting department of a shoe factory 
an inspector returned defective shoes several times to an operative and 
asked him to repair the defective product. After it was shown eon- 
clusively to the man’s fellow-employees that there had been no dis- 
crimination by the work inspector, the refractory employee was 
dischaged. 


(1919) 


The Robbel Shoe Company operated a shoe factory on an 
open-shop basis. In 1919 the employees’ shop committee of the 
factory requested the general manager to reinstate John Dutton, 
who had been discharged by his foreman for attempting to pass 
poor work by an inspector after the work had been rejected. The 
committee claimed that the reason given for his discharge was 
not sound and that the inspector had held a personal grudge 
against Dutton. 

The superintendent in the factory had heard the case and 
declined to reinstate the man. The general manager called to his 
office the factory superintendent, the foreman under whom Dut- 
ton had worked, the inspector in that department, and the 
employees’ committee. 

In this conference, it was brought out that during the preced- 
ing three months John Dutton had been warned twice by his fore- 
man on account of poor workmanship. In each case, the 
inspector had returned faulty work to Dutton. On the first occa- 
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sion he had explained to Dutton that the work was not up to 
standard and that it must be done over. Dutton protested against 
taking the work back and maintained that he had performed his 
duties properly and that the inspector was discriminating against 
him. Finally he had taken back the faulty work because the 
inspector had insisted, but he had refused to admit careless work- 
manship. The inspector had reported the occurrence to the fore- 
man, who then spoke to Dutton about the matter and made a 
notation on Dutton’s record. Notations of this kind were made 
only when the foreman was convinced that the employee’s attitude 
was antagonistic to the established regulations of the company. 

On the second occasion that the inspector had found Dutton’s 
work unsatisfactory, Dutton had been surly, and the inspector 
found difficulty in making him take back the defective shoes. 
The inspector had returned to his post, and Dutton had begun 
ostensibly to remedy the defects in the returned shoes. A short 
time afterward, the inspector discovered another pair of defective 
shoes among a lot which Dutton just had finished. Upon exam- 
ining them, he found that they were the ones he previously had 
returned to Dutton. Clearly no further work had been done on 
them. Dutton had been warned on this occasion by the foreman 
that discharge would follow if the practice were not discontinued 
at once. This incident also had been entered on Dutton’s record. 

A week later Dutton again tried to pass rejected shoes which 
he had not reworked, whereupon the foreman had discharged 
Dutton. Testimony of the inspector and foreman indicated that 
Dutton had done poor work, had attempted to avoid correcting 
his errors, and had disobeyed the instructions of the foreman 
in regard to doing the work a second time. 

The instructions for inspectors specified that when unsatisfac- 
tory work was found, the inspector should call it to the attention 
of the workman concerned and show him how the work should 
have been done. In all cases, inspectors were to use tact and 
discretion in their treatment of unsatisfactory work so that the 
employee would be brought to view the matter from the com- 
pany’s viewpoint. Friendly cooperation was expected to reduce 
to the minimum any unpleasantness or friction which might de- 
velop in these cases. It rarely was necessary for an inspector to 
request that an entire job be done again. 

Employees in Dutton’s department, the lasting room, were paid 
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piece wages. In the lasting room the parts of the shoe upper were 
assembled upon a last to which they were tacked and wired. The 
parts were stitched together subsequently, preparatory to being 
sewn to the sole of the shoe in a later operation. The inspection 
in the lasting department consisted in seeing that the parts of 
the upper were properly assembled. Rejected shoes had to be 
disassembled and relasted on the employee’s time. There was 
practically no waste of material and no additional direct-labor 
cost on account of rejections at this point; the overhead cost 
entailed as a result of rejections was slight. 

The union committeemen who spoke in Dutton’s behalf were 
reasonable and sincere. They did not question the facts, but 
appealed the case on the ground that the inspector entertained a 
personal animosity toward Dutton and had used the opportuni- 
ties which presented themselves to injure Dutton’s standing. 
They held that the entries on his record showed deliberate prep- 
aration for discharge. 

The factory superintendent believed that reinstatement under 
the existing conditions would be detrimental to the maintenance 
of discipline and to the enforcement of factory regulations. The 
inspector stated that in his opinion Dutton’s poor work and his 
attempts to deceive the inspector regarding such work were in- 
tentional. The shop committeemen pointed out that Dutton was 
married and had eight children, and that he had been discharged 
on an issue which was clouded by personal dislike. 

The general manager realized that the employees on the com- 
mittee were sincere and that they represented the opinion of the 
entire department in which Dutton had worked. These men be- 
lieved that Dutton had been discharged for insufficient reasons. 
Under these circumstances, the general manager thought that dis- 
satisfaction would result among Dutton’s fellow workers if he 
were discharged. On the other hand, the manager, by reinstating 
Dutton, would reverse the decision of the foreman and the fac- 
tory superintendent. That action might lessen the respect of 
the employees for those officials. 

The general manager decided, however, that in a case of this 
kind, the man’s fellow workers should be convinced that the 
company was fair and impartial in the enforcement of its regu- 
lations. He thought that reinstatement of Dutton would have 
one of two possible sequels: Dutton would perform his work 
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satisfactorily and be retained in the company’s employ, or he 
would continue to do poor work, which could be brought to the 
attention of his fellow workers and used as a basis for final dis- 
charge. In either case, the employees would know that he had 
been given every opportunity to show his qualities as a workman. 

The general manager, therefore, recommended that Dutton be 
reemployed and that he be requested to come to work the next 
morning. Dutton complied with the request, but his attitude on 
the first day after his reinstatement was unsatisfactory. He sent 
poor work to the inspector and showed intense anger when the 
inspector returned it to him. He again attempted to have this 
work passed without having made the necessary corrections. The 
inspector reported the fact to the superintendent, who called to- 
gether the members of the shop committee. They agreed that 
the work was not up to standard and that the man should be 
discharged. The foreman immediately discharged him, and the 
committee expressed satisfaction with the company’s attitude. 


CoMMENTARY: Inspection of product in a shoe factory cannot be 
done with mathematical precision; the nature of the product prevents 
an objective determination of the quality of the output. The inspector 
of shoes must express a personal judgment on the quality of the 
employees’ work, and his standards are known to vary because they are 
subjective in character. His decisions can be questioned by employees 
with greater ease than can the decisions of inspectors in some branches 
of manufacture in which precision tools determine variations from a 
standard of excellence.? 

In this case the question arises whether the inspector was competent 
and impartial. The fact that the entire department, in the opinion of 
the manager, thought that Dutton had been the victim of discrimina- 
tion would have justified an investigation of this inspector’s work. On 
the other hand, it was possible that the inspector was reasonably 
impartial, but that the inspection system itself was poor, so that his 
impartiality could not be verified. 

In order that the employees in this department might be assured 
regarding the fairness of the inspector, a revised inspection system 
might well have been installed. In the first place, specimen products 
regarded as border-line rejections could have been retained for reference. 
These would have served to keep the inspector’s standards of judgment 
relatively fixed. Second, instructions should have been issued asking 
any employee who thought his work had been rejected on inadequate 
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grounds to appeal at once to the foreman. Under that arrangement 
two officials would pass upon contested cases and there would be less 
justification for the charge of discrimination in the application of 
quality standards. 

The costs involved in rejecting shoes because of improper lasting 
were slight. From the company’s standpoint there was not justification 
for the damage slip system at this point.? Nor was it desirable that 
the foreman, in addition to the inspector, should pass upon all rejected 
shoes, as in the case of the Gilbert Rubber Company.* 

If, however, this case had arisen in the finishing department, in which 
some rejected shoes were refinished by cobblers on day rates and others 
had to be sold as seconds, the problem would have been more serious. 
In that event, both the error slip system and the review of rejected 
shoes by the foreman in charge of the employee responsible for the 
damage might have been carried on to advantage. The first of those 
measures would have obtained admission of responsibility for error 
and a basis for imposing discipline for poor workmanship fairly as 
between employees. The second arrangement would have called the 
attention of the foreman to costly infractions of quality by his sub- 
ordinates whenever those occurred. These two devices would have 
aided the foremen’s supervisory efforts. 

In the manufacture of shoes, many employees contribute directly 
toward the quality of the product. It is desirable to create an attitude 
of pride on the part of the work force toward its product. If that 
spirit can be built up, employees will not view inspection as a barrier 
to piecework earnings or as a supervisory act capable of ready abuse, 
but as a safeguard to maintain the good name of the organization and 
to bring it continued business. Manifestly, this spirit toward inspec- 
tion and quality is impossible if the employees think that quality 
standards are unfairly administered. 

The manager’s decision in this case seems to have had a favorable 
effect upon the department’s morale. On the other hand, it reversed 
the decisions of junior executives and was an admission that the com- 
pany’s methods of inspection, from the standpoint of the employees, 
did not determine the existence of spoiled work conclusively. This 
reversal probably would have caused the inspector, the foreman, and 
the superintendent to relax their insistence upon quality standards 
unless the manager, before announcing that decision, had explained his 
purpose to them privately, and thus had conserved their sense of obli- 
gation regarding quality of output. 


March, 1926 J. W. R. 
* As in Gradnor Instruments Company, 1 H.B.R. 185; commentary, 2 H.BR. 441. 
4 Gilbert Rubber Company, 1 H.B.R. 188; commentary, 2 H.B.R. 442. 





LORRAINE RUBBER Company! 
MANUFACTURER—RUBBER PRODUCTS 


Waces—Exceptions to Deductions for Defective Work. Calender crews, 
paid by group piece rates in a company manufacturing rubber products, 
because of existing uncontrolled variables affecting their work, asserted 
that they should not be penalized for all defective product. Deductions 
from their wages on that account had caused friction within the crews. 
In view of that friction, the low ratio of their defective output, and 
the existing variables, the company decided to penalize calender crews 
only for defective product in excess of 2% of their respective outputs. 


EMPLOYEE REPRESENTATION—Issue of General Significance Arising in One 
Department Referred to Other Departments. In a rubber manufacturing 
company having a system of employee representation, the employees in 
one department, through their representatives, raised an issue of general 
significance which was referred to the factory joint council. Before 
adopting a proposed settlement, which on its face was a departure from 
general plant practice, the factory joint council referred the proposed 
settlement to other department committees in order to find out whether 
its adoption would cause difficulties subsequently in other factory 
departments. 


(1923) 


In accordance with its general policy, the Lorraine Rubber 
Company did not pay employees in the calendering department 
for that part of their output which was rejected by inspectors. 
The calendered product was not inspected until it reached an- 
other department, where a report was made stating the quantity 
and lot number of defective calendered stock. A copy of this 
report was sent to the calendering department office, which 
charged the wage accounts of members of the proper calender 
crew with the regular piece rates for the damaged product. In 
October, 1923, the men in the calendering department, through 
their representatives on the divisional council, asked that deduc- 
tions for defective product in that department be abolished. 

The company manufactured tires, tubes, and other rubber 
products. It had approximately 8,000 employees. In the cal- 
endering department, where about 50 men were employed, rubber 
compound was pressed into cotton fabric approximately 6 feet 
wide. The calenders were run in pairs, tandem fashion, the 
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cloth being impregnated with rubber on one side in the first 
calender and on the other side in the second. In principle the 
calendering process was simple, but the machinery was compli- 
cated and difficult to operate. Exhibits 1 and 2 illustrate the 
principles of the calendering process. 

The Lorraine Rubber Company assigned five men to each 
calender. The speed and tension of the fabric as it passed 
through the mechanism was regulated for each pair of calenders 
by means of electric controllers operated by a man seated in a 
booth above and to one side of the machines. The duties of the 
five men in the calender crew were as follows: the “mill man” 
received the rubber compound from truckers, warmed it by 
“milling” it in a set of rollers near the calender, and passed the 
warmed stock to the “third man” as it was needed. The third 
man inserted the stock into the calender, took care of scrap 
removed by an edge-trimming device, and prevented gum from 
adhering to the rollers. The “second man” and the ‘first man” 
changed rolls of fabric and fed the fabric into the calender. The 
first man also regulated the heat of the rollers. The “calender 
man” was in charge of the crew and helped wherever his services 
were needed. 

Calendering was not an exactly controlled operation. It was 
necessary for the calender man to be familiar with different com- 
positions of rubber stock and with their reactions to the various 
conditions under which the machines were operated, and to exer- 
cise judgment in his supervision of the processes. If the fabric 
was not at the proper tension during its passage through the ma- 
chine, blisters and inequalities would appear in the product. If 
the distance between the rollers, which were adjustable by means 
of screws and worm gearing, was not regulated accurately, the 
finished product would not be of the proper thickness. The rollers 
had to be maintained at the proper temperature. When the cal- 
ender was started in operation, the rollers, which were hollow, 
were heated by the admission of steam to their hollow sections. 
While the calender was operating, the heat generated by friction 
maintained the temperature of the rollers. If they became too 
hot, water was admitted to their hollow sections. Some fabrics 
were coated at double the speed of others; the standard speed for 
the company was 36 yards a minute. The speed of a calender 
could not be increased arbitrarily, as the speed affected the quality 
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of the product. By careful experiment, however, it was possible 
to determine the highest speed consistent with satisfactory quality. 
Rubber stock for tires, because of its rich content of pure rubber, 
could be calendered at higher rates of speed than the compounds 
less rich in pure rubber, such as were used for rubber footwear. 
Those stocks were calendered at rates of from 10 yards to 13 
yards a minute. 

Until 1921 the company had maintained an inspection force 
in the calendering department. In 1921 the factory manager 
had concluded that, since the spoilage in the department was 
low, it would be advisable to abolish the inspection system there 
and to put the men on their own responsibility. Thoroughly com- 
petent inspectors were expensive and others had limited useful- 
ness. Moreover, the calendered product was passed upon by 
inspectors in the fabricating departments. The defective sections 
were rejected and charged against the earnings of the crew at 
whose machines they had been preduced. 

The calender crews were paid on a group piecework basis, so 
much per roll or per 100 yards. Each man in a crew received a 
stipulated fraction of the total piece price. The total for the crew 
was 4.25 times the calender man’s rate, which was taken as 100 
points. The crew’s 425 points were distributed as follows: calen- 
der man, 100 points; first man, go points; second man, 83 points; 
third man, 82 points; mill man, 70 points. The earnings of the 
calender men per hour averaged more than the earnings of any 
other group in the plant. Mill men advanced from one position 
in the crew to another until they became calender men. The com- 
pany believed that a calender man could not be trained in less 
than 14 years. 

The company had adopted a plan of employee representation 
in 1919. Employees and executives were represented on divi- 
sional committees, which had original jurisdiction over em- 
ployees’ complaints against rules, disciplinary action, wages, and 
working conditions. Those committees and the factory joint 
council, made up of representatives from the divisional com- 
mittees, could make recommendations to the management con- 
cerning matters directly affecting employees, but the final deci- 
sion rested with the executives. A division included from 3 to 5 
precincts, each of which included approximately 200 employees 
and had 2 representatives on the divisional committee. A three- 
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fourths vote was required to pass any measure through a divi- 
sional committee or the general council. 

The men in the calendering crews, in 1923, maintained that 
they should not be charged for all defective stock sent from the 
calender room. They held that some imperfections in the product 
were caused by factors which were beyond their control. The 
employees’ request for the abolition of the penalty for defective 
product was presented to the divisional committee which had 
jurisdiction over the calendering department. The employee rep- 
resentatives who introduced the subject pointed out the com- 
plexity of the calendering operation and the strain on the crew 
caused by the speed at which the calenders were run. 

A management representative on the committee stated that 
the producing departments throughout the factory were on piece- 
work, that only about 15% of the employees were on daywork, 
and that many of these were classed as indirect labor. He called 
attention to the established rule of the company that workers 
would not be paid for defective work and maintained that the 
system of payment for the calender crew was consistent with 
the plant ruling and that a removal of the penalty might result in 
output of lower quality. 

After some discussion, a joint committee of two was appointed 
to investigate the subject. At a special meeting held a week later, 
this committee made its report. The committee found that most 
of the calendered stock that had been rejected was held to be 
“off gauge,” that is, too thick or too thin. Stock was calipered 
after being folded back and forth in several-ply thicknesses. 
Even if calipers were adjusted properly, the individual using 
them, by exerting different degrees of pressure upon the rubber 
stock, could produce slightly different readings. 

The committee recommended that, since the relatively high 
speed at which the fabric was run through the calenders enabled 
the company to increase its production and to save in overhead 
costs but made it more difficult for the crews to maintain proper 
operating conditions, the company assume a certain loss from 
defective product. 

The committee found that foremen and workmen cited as a 
variable the differences in chemical make-up of the stock pre- 
scribed by the laboratory from time to time. Only after new stock 
had been tried on the calenders could the proper adjustments of 
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those machines be decided upon. In other words, the adjustments 
necessarily were determined by experiment. Other variables re- 
ferred to were the period that compounded rubber stock was 
allowed to remain in storage preparatory to use and the length 
of time between milling or warming up the rubber and its use in 
the calender. The milling operation removed temporarily the 
elastic properties of the rubber and gave it a putty-like con- 
sistency. Yet, if allowed to lie for a period even as short as a 
half hour, the mass of milled rubber regained much of its former 
elasticity. The committee reported that it was impossible to 
obtain proof of the alleged effects of these variables or to estimate 
the allowance that should be made on account of them. 

Upon investigation, the committee found that the ratio of de- 
fective material produced in the calendering department in the 
preceding month was 1.38%, that in one week $10.55 had been 
deducted from the combined wages of 36 men in the calendering 
department, and that in the same week $3.95 had been deducted 
from the total wages of 9 other men in the department. These 
figures the committee believed to be typical. It reported that 
ordinarily the deductions from the weekly wages of an individual 
employee did not amount to more than 5 cents or 10 cents and 
that the men resented the fact of the deductions rather than the 
amount of those deductions. 

The investigators found, too, that the deductions led to friction 
between the men in a crew. Frequently, several men in a crew 
attributed the defective product to inefficient work on the part 
of one or more of their associates. Disputes and ill will resulted, 
especially when new men were assigned to the crews. 

It was recommended by the committee that calender crews be 
held responsible only for defects in excess of a certain allowance 
made in recognition of the complexity of the calendering process 
and human fallibility under the speed at which the machines 
were operated. 

The general foreman of the department, a member of the divi- 
sional committee, admitted the presence of many variables, the 
high speed of the machines, the noise of the department, which 
made it difficult to issue orders, and the flexible nature of the 
materials used. In view of the rapidly changing technique of 
rubber manufacture, he did not believe it economical to attempt 
to standardize the variables complained of by the employees. 
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One of the management representatives upon the divisional 
committee for the calendering department thought that the adop- 
tion of the proposed waste allowance by that committee might 
prove troublesome to other departments. He suggested that the 
entire matter be referred to the factory joint council, since most 
of the work done in the plant was piecework and subject to the 
company’s general practice of not making payment for defective 
product. The divisional committee voted to follow his suggestion. 

The factory joint council held a special meeting three days 
later to discuss the issue submitted by the divisional committee. 
On the ground that it did not possess adequate technical knowl- 
edge, the factory joint council referred the issue with support- 
ing evidence to each of the divisional committees to ascertain 
whether a troublesome precedent would be established if an 
allowance for waste was adopted in the calendering department. 

After discussing the question in their regular meetings, the 
divisional groups replied to the factory joint council. Several 
divisions reported that no system similar to the one effective in 
the calendering room was in force in their departments. The 
other committees reported that, although wage deductions for 
defective work were not made in their divisions, the defective 
material was returned to the employees and they were required 
to repair it before receiving credit for it. A representative of the 
calendering department on the factory joint council pointed out 
that the calendering crews could not repair stock that was cal- 
endered defectively and that such stock had to be disposed of by 
the by-products department. 

The value of defective calendered stock was from 20% to 25% 
of the value of the raw materials that constituted it. The factory 
joint council then notified the divisional committee for the 
calendering department that that committee was free to act upon 
the employees’ request, since conditions in the calendering de- - 
partment were so different from those in other departments that 
the committee’s action would not become a troublesome prec- 
edent. 

After further discussion, the divisional committee voted that 
an allowance for defective work in the calendering department be 
established, and recommended that for a period of 60 days crews 
be charged only for defective product in excess of 2% of their 
total output, this percentage of allowance to be tentative pending 
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further study. The committee’s recommendation was put into 
effect. 


One member of the committee had suggested that, instead of 
making a 2% allowance for waste, the company increase wages 
in the department 2%. He held that this plan would enable the 
company to adhere to the general rule that employees were not 
paid for defective work. 

At the regular meeting of the divisional committee, held two 
months after the allowance for defective work was established, 
the foremen and employee representatives of the calendering de- 
partment reported that the ratio of defective product to total 
output had not increased since the allowance had been established 
and that the men were pleased with the new arrangement. The 
allowance plan was put into effect permanently. 


CoMMENTARY: The Lorraine Rubber Company had been making 
deductions from the earnings of its calender-room employees for their 
defective product at regular piece rates. The practice was questioned 
by the employees because variables not under their control influenced 
the quality of the calendered stock, and because the average weekly 
deduction was a small amount which the men thought the company 
should disregard. 

The normally small amount of deductions indicated that the wastage 
in the calender room was not a serious problem. That condition, how- 
ever, did not warrant the abolition of deductions. In order that the 
fine system might be positive in its effects, the fine should have been 
imposed so far as possible for wastage which was the result of em- 
ployee delinquency. The abolition of all deductions might have led 
to carelessness in calendering stock. 

The small amount of the fines normally imposed had an irritating 
effect upon the employees. The case states that they resented the fact 
of the fines rather than the monetary amount of the deductions. The 
small deductions, no doubt, lowered the company in the employees’ 
esteem. 

At the outset of the negotiations, the company’s representatives held 
that the practice of deducting for defective work should be applied 
uniformly throughout the plant. That argument was not tenable in 
view of the substantially different operating conditions in the calender 
room on the one hand and in the making departments on the other. 

While any relaxation of a general rule in one department probably 
would be criticized or misunderstood by employees in other depart- 
ments, a defensible departure from a general regulation should not be 
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held back on that account. The risks of misunderstanding and criticism 
may be minimized by informing the employees generally of the rea- 
sons for the adjustment. This company’s employee representation plan 
served to acquaint the employees with the reasons for the departure 
from the usual penalty system in the calendering department. 

The company’s inspection arrangements did not bring about direct 
discussion between inspectors and calender crews concerning defective 
calendered product. Such dealings would have spurred the crews to 
find and correct the causes of defective product. Another effect of the 
detached inspection was that the calender crews questioned the basis 
upon which product was condemned. No doubt this questioning atti- 
tude played a part in their desire to eliminate the penalty system. 

The proposal to increase piece rates 2% and to continue the fine 
system had little merit because it would not remove the real trouble, 
namely, the irritating effect of small fines. 

In this case, the presence of unstandardized conditions rendered it 
questionable for the company to charge the piece rates for all defective 
product against the earnings credited to the calender crews. The waste 
allowance was a compromise under which the men, in view of these 
variables, were not to be penalized for defective product unless and in 
so far as it exceeded a definite proportion of their output. 

The method of dealing with this request merits consideration. The 
first step taken by the divisional joint committee was to refer this 
issue to a fact-finding subcommittee. The record informs us that the 
subcommittee, a joint body also, was agreed regarding the presence 
of variables and the solution to be adopted. Before the recommenda- 
tion of this subcommittee was voted upon in the divisional committee, 
however, the committeemen recognized that the adjustment would be 
of significance to other operating departments. The proposed adjust- 
ment was forwarded to the factory joint council, which, because of a 
lack of sufficient technical knowledge, referred it in turn to all divisional 
committees. Those committees subsequently reported that the pro- 
posed adjustment, although on its face a departure from general plant 
practice, would not cause difficulties subsequently in other factory 
departments. Upon this assurance, the divisional committee for the 
calender department established a waste allowance. This reference of 
the plan to all the divisional committees, by informing the departmental 
employee representatives of the reasons for the proposal, enabled them 
to defend the calender waste allowance to any employees in their depart- 
ments who thought it an unwarranted concession. 


July, 1926 JEWene 


Hivary, Prescott & Company! 
MANUFACTURER 


QuaLity Controt—Demerit System to Reduce Inaccuracies in Order Filling. 
A manufacturing company employed “checkers” to verify items con- 
tained in lots assembled for shipment to customers. Since that system 
did not fasten responsibility upon the “order fillers” who assembled the 
items, the checkers were asked to report order fillers’ errors. These 
errors were to be recorded upon the men’s records. Mistakes complained 
of by customers were to be recorded upon the checkers’ records. Wage 
increases for both groups were to be based in part upon those records. 


From time to time the customers of Hilary, Prescott & Com- 
pany had reported overages, shortages, wrong articles, and other 
mistakes that had been made in filling their orders. A newly 
appointed shipping department manager was dissatisfied with the 
record of his department in this matter. This case presents the 
revisions he made in the company’s order-filling system for the 
purpose of reducing the number of errors in shipments to cus- 
tomers. 

The company manufactured stock and special-order merchan- 
dise. To round out its line the company also acted as wholesaler 
for products made by several other manufacturers. Its catalog 
listed approximately 6,000 items. Many of these products were 
packed in a variety of different-sized containers, which held from 
one-half dozen to a gross of articles. More than 1,500 boxes 
and packages of finished goods were carried in stock for filling 
orders. 

The company’s shipping room was divided into several sec- 
tions. In that department, 25 men were employed as “order 
fillers,’ and 8 men were employed as “checkers.” The order 
fillers received from the sales department the orders which had 
been sent in by salesmen and laid out on tables the goods 
called for on each order. In laying out the packages, all the 
order fillers worked in one section of the shipping room until the 
tables in that section were filled with completed orders. They 
then proceeded to the next section and worked there in the same 
manner. 
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When one section had been filled with completed orders, the 
checkers verified the goods laid out by comparing them with the 
items called for on the customers’ orders which had been left 
with the goods by the order fillers. When errors were found, the 
checkers replaced the wrong articles with correct packages 
secured from the finished-stock bins. This involved duplication 
of effort and waste of time. As soon as the checkers had finished 
their work in a section, the packers entered it and packed the 
goods in boxes which had been ordered for each customer’s 
supplies. 

When men were employed to work in the shipping department, 
they were given a brief period of training in handling all finished 
goods manufactured by the company so that they might become 
familiar with the general line. After this training, they were 
given regular jobs as order fillers. The next advancement was 
to the position of packers, and after having qualified satisfac- 
torily in that job, the men were promoted eventually to checkers’ 
positions. 

The manager of the shipping department had learned from 
previous experiments that although the checkers received the 
highest wages paid in the department, they failed to discover all 
mistakes made by the order fillers and that the percentage of 
mistakes which were passed over by the checkers varied in direct 
proportion to the number of mistakes made by the order fillers. 
It also was known that because the checkers were made respon- 
sible for errors, the order fillers did not realize the importance 
attached to their work and performed their duties with the object 
of completing as many orders as possible without giving proper 
attention to accuracy. The order fillers knew that the checkers 
received high wages because they were more familiar with the 
work of the department and because the responsibility for errors 
was placed directly upon them. When mistakes were reported 
by customers, the checkers were required to sign error slips which 
formed the basis of the entries on their records. Those records 
were reviewed in making recommendations for advancement. The 
order fillers were not subject to this regulation, and for that 
reason it was difficult to impress upon them the need of filling 
orders carefully. 

The manager of the shipping department suggested that the 
checkers should be required to report to the foreman all errors 
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which they discovered. By noting on the checkers’ records the 
number of errors discovered, the company could secure a more 
satisfactory index of their efficiency; the order fillers also would 
exercise greater care in performing their duties if they knew that 
records were kept of all mistakes found by the checkers. The 
manager realized that there was a serious difficulty in securing 
this information, because the men did not like to give any infor- 
mation to their superiors concerning the mistakes made by other 
workmen. In all departments of the company there were shop 
committees composed of employees, and each committee elected 
one of its members to act as a representative of the workmen to 
discuss with the officials matters of discipline and working con- 
ditions affecting the men. 

The company decided to accept the suggestion of the shipping 
department manager to enter on the checkers’ records, in addition 
to the number of errors reported by customers, the number of 
errors which had been made by the order fillers and discovered 
by the checkers. Through the representative of the shop com- 
mittee, it was believed possible to convince the employees in the 
shipping department of the soundness of this policy. By the 
inauguration of the new system it was expected that the order 
fillers would be made to feel more directly responsible for the 
quality of their work as well as for quantity. In spite of the 
expected difficulty in persuading the checkers to report all mis- 
takes made by order fillers, the company was convinced that it 
eventually would secure the advantage of an exact index of the 
checkers’ efficiency and at the same time place more responsi- 
bility on the order fillers themselves. It was decided, further- 
more, that advances in wages were to be influenced in the case 
of the order fillers by the number of mistakes reported in their 
work, and in the case of the checkers by the ratio of the number 
of mistakes discovered to the number of mistakes mentioned by 
customers. An additional penalty was imposed in this way upon 
the checkers if they failed to report the number of mistakes 
which they corrected. By making these changes, the company 
expected a marked decrease in the number of orders improperly 
filled, with a corresponding decrease in the number improperly 
shipped. 


CoMMENTARY: Under the arrangement first outlined in this case, 
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the company had not fastened responsibility upon the order fillers 
for assembling items correctly preparatory to shipment, nor had it 
devised incentives for the order fillers to bring their accuracy to a 
high level. 

The corrective measures proposed by the shipping department man- 
ager marked a distinct improvement. The error-reporting system he 
proposed and installed, however, ran counter to the tendencies of the 
parties. One workman does not like to report upon another employee’s 
work when both are associated intimately. Then, class feeling is likely 
to tinge that act as disloyal to a fellow worker. This situation must 
be distinguished from the relation between inspectors and workmen, in 
which the two groups are defined sharply. On account of class feeling, 
the reporting system adopted in this case was likely to result either in 
collusion by order fillers and checkers to correct errors or in ill will 
between all parties. The two groups were in constant contact and no 
sharp line of division existed between them such as exists normally 
between supervisors and supervised. 

The order fillers and checkers could not have been segregated with- 
out rearranging the shipping department. The case does not present 
adequate background upon which to base any recommendation for 
rearrangement of the department, nor does it indicate the seriousness of 
the problem either by a statement of the error ratio or the ratio of the 
number of shipments calling for assembly of units from broken packages, 
to the number of shipments made up of one or more unbroken packages. 
Departmental rearrangement in this case might have cost far more than 
the saving probable therefrom because of fewer errors in shipments to 
customers. 

The error-reporting system outlined in the case required strict 
enforcement through energetic supervisory action. Under lax super- 
vision, the employees unquestionably would have tended to overlook 
one another’s errors. 


July, 1926 Ja Wark. 


JENNINGS Wire Company? 
MANUFACTURER—WIRE 


Waces—Bonus Paid per Unit of Production in Excess of Average Output. 
A company manufacturing wire recognized that its wire drawers were 
dissatisfied with their wages and that, in view of the unpopularity of 
wire-drawing work and the growing scarcity of wire drawers, a wage 
increase was necessary. Instead of granting a flat increase in the piece 
rates paid the wire drawers, the company decided to pay bonuses 
based on production in excess of average output in the preceding year. 
This plan was expected to provide an incentive for increased output 
and also to meet the demand for larger wages. 


(1923) 


In 1923 the Jennings Wire Company had booked orders that 
necessitated the operation of its plant at full capacity for several 
months. At the same time, the company became aware of a 
growing shortage of wire drawers. The executives wished to de- 
vise and apply a system of compensation that would serve as an 
incentive to the wire drawers to maintain and perhaps increase 
their diligence, and that also would induce them not to seek 
employment elsewhere. 

The Jennings Wire Company employed about 800 men for the 
machine operation of wire drawing. Their principal duties were 
to place large coils of metal in the machines, and to be sure that 
the finished wire was coiled properly. Each completed coil was 
tied to prevent unwinding or tangling and was placed on a truck 
which, when loaded, was removed to the finished-stock room. 

The work on these machines involved the lifting of heavy coils 
of wire and other hard physical labor. The job was dirty, un- 
pleasant, and dangerous even under the most favorable working 
conditions which the company was able to provide. During the 
spring of 1923, when there was a tendency for wages to increase 
because of rising living costs and scarcity of labor, the company 
became aware of a growing dissatisfaction with their wages on 
the part of the wire drawers, and also of the difficulty of securing 
additional men for the work. The company had employed 
chiefly immigrant labor in the wire-drawing department. Inves- 
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tigation by the company’s executives disclosed the fact that the 
number of immigrants coming to the community would be insuffi- 
cient to fill the personnel needs of the company in case any 
marked increase in the rate of labor turnover in its plant took 
place. Furthermore, the unpleasant nature of the work caused 
the sons of the men working as wire drawers to seek other types 
of employment instead of following the work of their fathers. 
The same condition applied to the common laborers in the fac- 
tory. They did not attempt to qualify for the jobs on wire- 
drawing machines, but showed an inclination to find machine 
work with other companies where the processes were more at- 
tractive. Asa result of these circumstances, the Jennings Wire 
Company undertook to determine upon a method of compensating 
the wire drawers so that an adequate labor supply for continued 
production would be assured. 

When this difficulty arose, the men on the wire-drawing jobs 
were being paid a flat piece rate calculated on units of 100 pounds 
of finished wire. The rate had been set so that the average 
workmen were able to earn at least the usual wages in the com- 
munity for work of that type. For each two men performing the 
actual wire-drawing operations there was one man who acted as 
a helper in handling the heavier coils. These helpers also pulled 
the completed trucks to the inspection stations and performed 
other miscellaneous duties. They received day wages at the 
going rate for unskilled labor. Under normal conditions, these 
men would have desired promotion to the job of wire drawing in 
order to earn the higher piece-rate remuneration which the ma- 
chine operators received. 

The men in the plant were not unionized to a sufficient extent 
to cause the company any anxiety over the possibility of a strike. 
Because of the increasing opportunities for employment in other 
plants, however, the company realized that it was becoming 
difficult to hold its force and, although there had been no 
unified demand for higher wages, the executives decided that 
an increase was necessary. They decided that the company could 
meet the problem best by granting to the men on wire-drawing 
jobs a bonus for all production above the average. The factory 
output for the previous year was analyzed to determine the 
average output per man in terms of pounds of finished wire. 
Raw material, overhead expense, and direct labor each consti- 
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tuted approximately one-third of the cost of the finished product. 
Previously, the company had not put any bonus or premium plan 
into operation. It was believed that the use of a bonus would 
give the men an incentive to greater production. 

Under the bonus plan adopted, each man was expected to 
reach at least the daily average output per man in the department 
for the previous year. Those who did not exceed this average 
would receive only the standard piece rate per 100 pounds. For 
each 100 pounds produced in excess of the average, however, the 
worker was to receive in the form of a bonus a sum equal to one- 
half the overhead expenses ordinarily incurred per 100 pounds of 
average output. The company estimated that when the average 
production was reached, the usual overhead expenses were ab- 
sorbed entirely and that all excess production, therefore, cost 
the company only the amount expended for material and direct 
labor. Since overhead expenses were one-third of the complete 
cost of the finished product, this meant that there was a saving 
of approximately one-third on each unit produced in excess of 
the average. 

The company anticipated a slight additional expense in figur- 
ing and paying the bonuses, and also in providing additional 
supplies of material. It was the company’s opinion that the use 
of the bonus plan would assure maximum production by giving 
each man a liberal return on all work in excess of the average. The 
demand for higher wages would be met because the men by in- 
creasing their production could increase their earnings. From the 
company’s standpoint it was deemed more advantageous to grant 
the bonus than to grant straight increases in wages. The execu- 
tives thought that an increase made without provision for secur- 
ing greater production might tend to make the men more care- 
less and less willing to improve their methods of work. On the 
other hand, the executives recognized that they might encounter 
difficulty subsequently if they attempted to cancel the bonus 
arrangement. 

The wages of the helpers were not increased at the time the 
bonus plan was adopted. The company desired to make the wire- 
drawing jobs appear more attractive to the helpers, and thought 
that this could be done by allowing them to learn of the increased 
earnings made possible for the wire drawers. Inasmuch as the 
company’s helpers were paid at least as much as the same class 
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of laborers in other factories in the vicinity, the company was 
at no competitive disadvantage in securing and keeping helpers. 


CoMMENTARY: The incentive plan of compensation presented in this 
case is worthy of attention because it was intended to meet problems 
which are faced by many manufacturers in a period of active business. 
At such a time, the rate of labor turnover increases, and the diligence of 
the typical employee declines, it is generally believed. From the com- 
pany’s standpoint, this bonus plan attempted to meet both of these 
adverse conditions. 

The presentation in the case of the technical details of the operation 
to which this plan applied is incomplete. Apparently, the labor of the 
wire drawers and their helpers consisted chiefly in obtaining raw mate- 
rial, placing it in the machines, and removing the wire that had passed 
through the machines. The machine speed probably was fixed accord- 
ing to technical standards. In that event, increased production was 
dependent largely upon improved machine tending and attention to the 
operating condition of the machines. Under such circumstances, the 
offer of a bonus would not cause the operatives to overspeed the 
machines and thus to increase machine-maintenance costs or the per- 
centage of damaged product. In other words, a liberal incentive for 
production above normal probably would not increase substantially 
overhead expenses per unit of product. 

The financial aspects of the bonus plan are clear. The substantial 
saving in cost realizable from increased output in the Jennings Wire 
Company’s plant reflected the importance in this case of the element 
of overhead expense in total manufacturing cost. Speaking in relative 
terms, it might be said that before the bonus plan was installed the 3 
chief elements of manufacturing cost, namely, direct material, labor, 
and overhead expense, each were roo, and that total manufacturing 
cost per unit of product was 300. If, as a result of this bonus plan, 
output in excess of the average production of the organization was 
manufactured, the per unit cost of that excess output might be repre- 
sented by the following relatives: raw material cost, 100; labor cost, 
150; overhead expense, perhaps 10. The manufactured cost of the 
units produced in excess of normal operating capacity would be mate- 
rially less than 300—under the assumption made, 260. 

The statement of this bonus plan made to the employees could have 
been simplified to advantage. The reference to overhead expenses as 
the base of the bonus was unnecessary, since those expenses and wages 
were approximately the same. The plan would have had a stronger 
and more definite appeal if the bonus had been outlined as 50% of 
the regular piece rate paid for all production in excess of the standard. 
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A second question might be raised regarding the adequacy of the 
company’s proposal in the event that subsequent to its adoption a 
general increase in wages occurred in the locality. The common-labor 
rate might have been raised 10% 60 days after this bonus scheme 
was installed. The Jennings Wire Company then necessarily would 
have given the laborers in its plant a commensurate increase in wages. 
It may be doubted whether the bonus plan would have operated satis- 
factorily thereafter if the wire drawers had not received a 10% increase 
in their piece rates. The piece rates of the wire drawers under the 
plan should have been changed in proportion to any changes made in 
the common-labor rates. These adjustments in the regular piece 
prices would have settled the question of fair basic wages, and the 
bonus inducement for maximum output then would have been made 
to men presumably satisfied with the fundamental financial terms of 
their employment. The degree of that satisfaction also would have 
conditioned the success of the bonus plan in reducing turnover among 
the wire drawers. 


March, 1926 J. W. R. 


RANDOLPH MANUFACTURING ComPANY! 
- MANUFACTURER—METAL PRODUCTS 


Waces—Weekly Basis Restored after Employees’ Objection to Hourly 
Basis. In a period of depression the company reduced the wages of its 
force 10%. It also began to calculate the wages of its six teamsters 
on an hourly basis. Previously, it had paid them weekly salaries. Soon 
after this wage adjustment the teamsters, who were union men, 
alleged that members of their organization were obstructing their 
Progress on the streets and tampering with their teams because they 
had submitted to the wage adjustment. The teamsters stated that the 
best way to stop the intimidation would be to rescind the wage adjust- 
ment. The company continued the 10% reduction, but decided to 
restore the salary basis of wage payment. 


(1920) 


The Randolph Manufacturing Company, located in a large 
eastern city, manufactured metal products which were sold in 
carload and less-than-carload lots to distributors. The company 
employed 1,500 men normally. Probably not more than 20% of 
the company’s workmen were members of labor unions. In the 
summer of 1920 the company experienced a decline in the volume 
of its orders and was compelled to reduce its working force to 
1,000 men. The plant then was operating three or four days 
a week. 

In September, 1920, the company reduced wages 10%. This 
cut applied also to six teamsters who were employed by the 
company and who were members of the teamsters’ union. Prior 
to September, 1920, these six men had been paid weekly salaries. 
The salary paid each man had been based on the size of truck 
that he drove, the larger salaries being paid the men driving 
the largest trucks. The salaries had averaged approximately $1 
a week above the current union wage rate. The driver of the 
largest truck had received $32.50 a week. The teamsters had been 
in the service of the company for a number of years and had 
rendered loyal and satisfactory service. 

At the same time that the teamsters’ pay was reduced 10%, the 
company decided to pay them an hourly rather than a weekly 
rate. These men had worked approximately 50 hours weekly 
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and the company therefore divided their salaries, reduced by 
10%, by 50 and thus arrived at hourly rates for them. 

When the reduction in wages and the new basis of wage pay- 
ment were announced, the teamsters did not raise any objection. 
Soon, however, they began to report that they were experiencing 
trouble in their work. They said that the union objected to their 
willingness to submit to the wage adjustment made by the com- 
pany, and that other union teamsters were obstructing them in 
making delivery of goods by getting in their way on the roads 
and in the railroad yards and refusing to give them right of way. 
The company’s teamsters stated, furthermore, that frequently 
after leaving their teams in the streets, even for a few minutes, 
they found that the traces of the horses’ harnesses had been 
unhitched and that the harnesses had been tampered with in other 
ways, so as to endanger the horses and trucks. The teamsters 
asserted that the only way to avoid this trouble was for the 
company to restore the former salary method of payment. 

The officials of the company were confident that nonunion 
men could be engaged to fill the places of the teamsters. 

The company decided not to rescind the 10% reduction in 
wages of teamsters, but to restore the salary basis of wage 
payment. 


ComMeENnTARY: This case is of significance as a study in motives. 

The teamsters no doubt objected more to the new basis of wage 
payment than to the 10% reduction, which also was sustained by other 
employees. The new basis of wage payment, in view of the curtail- 
ment of the company’s operations, resulted immediately in the team- 
sters’ receiving a cut of 30% to 50% in addition to that imposed upon 
the other workers. Very likely, the teamsters felt that the adjustment 
was discriminatory. 

The case states that they raised no objection to the revised terms 
of employment. ‘Their attitude did not necessarily indicate satisfac- 
tion with those terms; it may merely have reflected the existing labor 
surplus and the men’s unwillingness, probably because of their previous 
satisfactory relations with the company, to raise concerted objection to 
the company’s action. 

The stories of intimidation on the part of other members of the 
union, related by these six teamsters, were plausible but not conclusive. 
The case does not state the company’s opinion of these allegations. 
It is quite probable that other members of the union did hector the 
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Randolph Manufacturing Company’s teamsters and that the dissatis- 
faction of the latter group with the wages they were receiving made 
them unusually sensitive to banter, and caused them to be more irri- 
tated by delays of traffic than they had been previously. This irritation 
probably was the basis for the stories which the men related. It is 
not unlikely that the men, by elaborating upon the delays imposed 
by traffic conditions, wished to excuse delays that they deliberately 
planned in order to increase their weekly earnings by increasing the 
number of hours worked per week. 

The merit of the hourly basis of wage payment is doubtful in the 
case of teamsters. These workmen ordinarily are not under close 
supervision. In an effort to increase weekly earnings they may delay 
deliveries and, in consequence, impose far more cost upon their 
employer as the result of customers’ dissatisfaction than the employer 
can save in wages through use of the hourly basis of payment. 

The fact that the Randolph Manufacturing Company could have 
hired nonunion men was not of great moment. The nonunion men 
would have been subject to far more intimidation than these six 
teamsters had withstood. Besides, the six teamsters were experienced 
in handling and delivering the company’s products, and they were 
known to be trustworthy with property. 

It is quite probable that the company realized its error in this 
matter and, upon reflection, sympathized with the men’s objection to 
the new basis of wage payment. The company may have reverted to 
the weekly salary without investigating the men’s allegations that they 
were being intimidated on the highways. The company could well 
have been slow to judge these men, since it had put serious temptations 
in their way by setting up a system that rewarded delay on their part. 


February, 1926 JAWeER: 


Eustis SHoE Company! 
MANUFACTURER—SHOES 


WacEes—Method of Overcoming Employees’ Opposition to Revision of Piece 
Rates. The company established piece rates in its upper-leather cutting 
department, in which 80% of the men were union members, and found 
that the resulting average earnings of different groups of cutters varied 
according to types of materials used. Its effort to equalize the rates was 
denounced by radical employees, who demanded a 25% increase for 
all cutters. On account of the essential nature of the department and 
the volume of orders on hand, the company could not risk a strike. It 
proposed to reintroduce the day-rate system. Since the union day rate 
was less than the probable earnings under the company’s revised piece 
rates, the opposition to those rates collapsed. 


Waces—Equalization of Earnings from Piece Rates. After a shoe manu- 
facturer had set piece rates in the upper-leather cutting room, the 
earnings of employees in that department differed substantially. The 
inequalities were due to inadequate allowances for differences in the 
ease of cutting the several types of leather used. The company decided 
to equalize earnings by revising some rates upward and others down- 
ward. Although the more radical employees threatened to strike, the 
equalization of earnings was finally effected. 


(1909) 


The Eustis Shoe Company, located in a New England shoe- 
manufacturing center, produced 4,000 pairs of men’s welt shoes 
a day in 1909. Although the factory was an open shop, the 
upper-leather cutting room was strongly unionized, 80% of the 
men belonging to the cutters’ union. 

In April, 1909, the company decided to put the work in this 
department on a piece-rate basis. At that time, the company was 
paying the union rate of $2.85 a day to its cutters. When the 
piece rates actually were put into effect in June, the union day 
wage had advanced to $3. This was the third increase for cutters 
within a year. The company decided to fix piece rates for cutters 
of various classes of upper leather in such a way that the 
average daily earnings would be $3.10 to $3.15. 

After the cutting room was put on a piece-rate basis, produc- 
tion increased but the percentage of waste also increased. Never- 
theless, costs were figured to be less than previously, when a flat 
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day wage had been paid. The company experienced considerable 
trouble in adjusting the rates of cutters who worked on leather 
A. Two advances were made in the rates paid those cutters in 
the three months from June to September, but much dissatis- 
faction still existed. It was becoming increasingly hard to get men 
to work on leather A, because earnings of men on that work still 
were substantially less than the earnings of cutters at work on 
leather B and leather C. 

In September, 1909, three months after the introduction of the 
piece-rate system, the men on leather A were receiving an aver- 
age of $2.85 a day; the men on leather B, $3.50; and the men 
on leather C, $3.25. The differences in wages resulted from the 
fact that in the rates adequate allowance was not made for the 
unequal difficulty of cutting the various kinds of leather. Ap- 
proximately 20% of the cutters worked on leather A, 50% on 
leather B, and 30% on leather C. 

The company decided to equalize the wages of the cutters and, 
after careful consideration, submitted a plan providing for in- 
creases in rates for cutters on leather A, and reductions of rates 
for men on leather B. For the men on leather C, some rates 
were lowered and others raised. These changes were intended 
to bring the average earnings for each group to about $3.30 a day. 

The cutters were asked to elect a committee to confer with the 
management, and complied with that request. The plan was 
explained to the committee. Apparently it was felt by all that 
equalization should be brought about. No outside man was called 
in; no emotion was evident at the meeting; no one voiced any 
objections. The chairman of the committee took the plan with 
him to present to the rest of the cutters, and promised to give the 
management a definite answer on the following morning. 

The next day, a committee more than twice as large as that 
of the day before met the company’s representatives. The mem- 
bers added to the original committee belonged to the most radical 
element among the cutters. Immediately, it was plain that a 
high state of tension existed. The spokesman, one of the men 
who had joined the committee overnight, accused the manage- 
ment of trying to deceive the men. He asserted that the manage- 
ment was maneuvering to bring about a substantial wage reduc- 
tion affecting 80% of the cutters, under the cover of a scheme 
that purported to give equal advantages to all. He said that the 
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men had instructed him to state they would tolerate nothing of the 
sort. Then he proposed, instead, a schedule of piece rates that 
had been worked out the evening before by the men. He an- 
nounced that a unanimous vote had been passed to strike im- 
mediately if the schedule of rates he submitted was not put into 
effect. 

Cutting was the first process in the manufacture of shoes. Each 
day the men cut up leather worth many times as much as their 
wages. At least two years’ time was required to train a leather 
cutter, and heavy loss of raw material was sustained in the train- 
ing period. In this instance, the cutting room controlled the 
output of four shoe-manufacturing departments. About two days’ 
supply of cut stock was on hand. A shutdown would have cost 
the company $50,000 a week. 

The company’s representatives asked for a brief period in 
which to examine the schedule that had been prepared by the 
cutters. When the executives of the company looked over that 
schedule, they found that it amounted to a 25% increase for all. 
They also found that the rate scale contained obvious errors. 

The officials then called the workers’ committee into confer- 
ence. A few rates in the workers’ scale which were in accord 
with the original plans of the management were accepted tenta- 
tively. The officials then pointed out several of the most obvious 
errors in the workers’ schedule and stated that they could not 
put that schedule as drawn into effect. They said that rather than 
use that schedule they would go back to the former system of 
day rates and pay the current union scale of wages, which was 
$3 a day. 

The workers’ committee retired for deliberation. In a short 
time it returned and agreed to the company’s original proposal to 
revise the existing piece rates in the interest of greater uniformity 
of earnings. 


CoMMENTARY: This problem arose because of hastily or inaccu- 
rately set piece rates, which resulted in discrepancies of earnings 
between employees of approximately equal skill working on various 
types of raw material in the same department. 

The company’s objectives in this case were to avoid a strike, to 
maintain the piece-rate system, to establish greater uniformity of earn- 
ings in the cutting room, to discourage coercive action by the cutters, 
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and to avoid making a concession that would increase its cutting-room 
labor costs substantially. 

Points of strength in the company’s position were: the relatively 
high rates of earnings of 80% of the men under the piece-rate system; 
the fact that the revised plan provided for earnings approximately 10% 
above the union scale; and the fact that at least 20% of the workers 
would have been benefited by the rate revisions the company proposed. 
On grounds of immediate personal interest, the cutters could not act 
as a unit either for or against the company’s proposal. 

The workmen were in a strategic position because of their skill. 
Cutting was a “bottle neck” operation; the company could not afford 
a strike in its cutting room in view of the orders on its books. The 
strength of the workmen lay in the economic circumstances of the 
moment, however, and not in any justice of their committee’s hastily 
constructed demands. 

The company’s strategy consisted in depriving the radical leaders of 
a rallying cry with which to foment strike sentiment. The company 
offered to reestablish the union day rates in the cutting department 
if its proposal to revise the piece rates there was not acceptable to the 
men. Had the company insisted on revising the piece rates according 
to its plans as first announced, the radical leaders probably would 
have branded the step as unfair and then would have sought to stir 
up hostility to the company on that basis. After the company made 
the alternative offer, any strike that the employees called would have 
been offensive rather than defensive in nature. The employees in 
this case were not in a position to call an offensive strike. Such 
efforts usually depend upon organized effort broader than the individual 
shop. They either are general movements or localized tests of strength 
which, on the employees’ side, are supported by workmen in other 
establishments. The committee’s demand in this case had not been 
sanctioned by the national labor union of which the cutters were 
members. 

The company had to resist the workers’ hastily drawn and excessive 
demands, or else other similar demands would have followed. 

The company’s offer to restore the union day rate should not be 
viewed as an empty gesture. That alternative would have been prefer- 
able to a continuance of the discrepancies in earnings in the department, 
and certainly would have been preferable to an insistence upon the 
original proposal to revise piece rates, when that insistence might have 
brought on a strike. 

The case illustrates the weakness of hastily constructed workers’ 
committees which the rank and file do not feel obligated to support. 
The make-up of the committee in this case underwent a complete change 
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and its prevailing sentiment was reversed overnight. That is a prob- 
able outcome when a company is dealing with newly chosen committees 
that do not have prestige. If the occasion for negotiations with groups 
of employees is likely to arise, the company should ask its employees to 
select representatives and should agree with the workers upon an organ- 


ized method of dealing before tension exists and is focused on a definite 
issue. 


February, 1926 Jo WR, 


KENDALL PACKING CoMPANY? 
PACKER—MEAT 


Waces—Overtime Wage Rules Revised. An arbitrator, appointed by the 
United States Government during the World War, ruled that employees 
in meat packing plants under his jurisdiction were to be paid extra rates 
for work done in any day in excess of eight hours. Subsequently, in 
view of the sharply fluctuating receipts of live stock, he revised those 
rules to permit greater flexibility of operations in the several days of 
a week without the imposition of extra rates for overtime work. 


Waces—Overtime Wage Rates Revised. Employee representatives from the 
killing and cutting departments of a meat packing company, whose 
daily and weekly working hours fluctuated because of variations in 
market receipts of live stock, suggested that more flexibility be allowed 
in working schedules without the application of extra rates for overtime 
work. The existing high overtime rates had caused the company to 
organize large crews so as to avoid overtime work. The employees’ 
suggestion was intended to induce the company to curtail its organiza- 
tion in their departments somewhat so that each regular employee would 
have an increased number of hours of work. An agreement made in 
the works council applied extra rates to hours worked in excess of 10 
a day or in excess of 55 a week. The company obligated itself not 
to take advantage of this greater flexibility in overtime wage rules by 
increasing the average working period. 


WacEes—Weekly Wage Guaranty Instituted to Prevent Labor Turnover and 
to Improve Employee Morale. A meat packing company which, chiefly 
because of irregular receipts of live stock, did not operate its plant the 
same number of hours each day or each week, guaranteed employees 
in certain processing departments wages for a minimum number of 
hours per week. That action was taken because previously the fluctuat- 
ing earnings of workers in those departments had caused high rates of 
labor turnover and unsatisfactory employee morale. 


(1922) 


In the spring of 1922 the employees in the killing and cutting 
departments of one plant of the Kendall Packing Company, 
through their representatives on the works council, suggested to 
the management that certain revisions be made in the rules then 
in effect concerning overtime work. Those rules had caused the 
company to increase the number of its employees so as to reduce 
the need for overtime work. The employees who made this sug- 
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gestion wished the company to curtail its organization in their 
departments somewhat, so that each regular employee would have 
more hours of work. As an inducement to the company to do 
this, the employees offered to accept some relaxation in the over- 
time wage rules. 

This plant of the Kendall Packing Company, known as the 
Hartwell plant, was located in a large middle-western city. The 
company also operated packing plants in several other cities. In 
the killing and cutting departments of the plant, cattle, hogs, and 
sheep were slaughtered and their carcasses hung upon moving 
trolleys suspended from rails. The carcasses moved at uniform 
speed past the workmen, each of whom performed a particular 
task. In the cutting department the carcasses were divided into 
the “cuts” required by the trade. A side of pork, for example, 
was divided into ham, shoulder, bacon, and loin. Some of the 
workmen were engaged in removing by-products and offal. 

The working time of men in the killing and cutting departments 
varied directly with the number of animals slaughtered, and that, 
in turn, depended largely upon the number of animals purchased 
by the plant. The number of animals purchased was a resultant 
of many considerations, among them the number and quality of 
the animals offered for sale, the prices current in the market, and 
the company’s stocks of cut meats in relation to anticipated de- 
mand for its products. 

One practice initiated by the company in the Hartwell plant 
before the World War was the payment of a minimum weekly 
rate to employees in the killing and cutting departments. This 
practice had been adopted in a number of other packing plants 
in the same locality. The original rule guaranteed each employee 
whose work fluctuated with shipments of live stock payment for 
45 hours of work each week, whether the employee worked that 
many hours or not. Prior to the adoption of this rule there was 
a comparatively high rate of labor turnover in the industry, since 
employees having several weeks of intermittent work because of 
low receipts of live stock became dissatisfied with their earn- 
ings, which then were based on the hours actually worked. Under 
those conditions, many workmen sought employment elsewhere. 

Most of the plant’s workers performed one operation only; 
nevertheless, they had to be experienced in their respective tasks 
in order to perform them efficiently and to avoid waste of ma- 
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terial. The adoption of the guaranteed minimum-wage plan had 
improved employee morale in the killing and cutting departments. 

Shipments of live stock to the primary market in which the 
company’s Hartwell plant was located varied widely from season 
to season, from week to week, and from day to day. The supply 
of live stock in that market depended upon shipments by growers 
in middle-western and western states. During the spring months 
of March, April, and May, beef shipments from the corn belt 
were heavy. The farmers there tried to empty their feed lots by 
June, for then they had to devote themselves to the raising of 
grass and other crops. In July the cattle that had been grass- 
fattened on the southwest range or in Kansas and Oklahoma 
pastures began to arrive at the primary markets. This condition 
continued until the middle of August, when the grass cattle of the 
Southwest began to be replaced by the range cattle of the North- 
west. The supply of range cattle did not cease coming on the 
market until the end of November. 

The receipts of hogs varied more sharply than those of cattle. 
Hog receipts in December and in January were almost twice as 
large as in any month in the late summer season. The low months 
in the slaughter of sheep and lambs were February, March, and 
April. During the second half of the year, except in November, 
monthly sheep killings probably were 50% greater than in Feb- 
ruary, March, or April. 

The daily variation in receipts of live stock was marked. In 
1922, for example, 35% of the week’s supply of cattle was put 
on the market on Monday. The percentages for other days of 
the week were: Tuesday, 18.2; Wednesday, 18.8; Thursday, 
18.4; Friday, 7.5;7 and Saturday, therefore, approximately 2. 

The chief buyers of live stock in the primary market at which 
the Hartwell plant was located were packing companies, repre- 
sentatives of local butchers, speculators, and agents for cattle 
feeders. Those buyers usually purchased all the merchantable 
live stock that was shipped to the market. The buyers had no 
control over inward shipments by growers. A temporary shortage 
which forced the price of live stock up in the market had its 
aftermath a week or 1o days later when shipments arrived in 
response to the fluctuation. The executives of the Kendall Pack- 
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ing Company at the Hartwell plant did not know at any time how 
many animals would be received in the market during the follow- 
ing week; they could not decide beforehand on their purchases, 
hence they could not predict the number of people they would 
have to employ in the killing and cutting departments or the 
hours those employees would have to work during that week. 

On December 24, 1917, the Kendall Packing Company and 
several of the largest meat packing companies in the Middle West 
entered into an agreement with the United States Government, 
the essential provision of which was that for the period of the 
war all differences between the packers and their employees 
should be submitted for settlement to an arbitrator appointed by 
the government. A labor union in the industry signed a similar 
agreement with the government. That labor organization had 
affiliated local unions in most of the other meat-packing centers 
in which Kendall plants were located. There was no agreement 
between the packers and the union, as the packers did not wish 
to recognize the labor organization or to deal with it formally. 

One of the first issues arbitrated under this agreement related 
to payment for overtime work. In discussing the issue, the arbi- 
trator said: 

It is likewise true that if the overtime beyond the economic day’s work 
is continued on successive days for any considerable time, the impaired 
results of the labor and the inefficiency of the laborer would not be 
limited to the overtime itself, but be reflected in the entire day’s work 
as well. The higher rate serves to deter employers from unnecessarily 
requiring employees to work at such times; but if such work is necessary 
it serves also to compensate the employee for the added sacrifice he 
makes in so working at times when he should have his liberty. 

As to overtime pay for week days, the employers, while conceding 
the general fairness of the principle, contend that the overtime should 
be allowed for the excess of hours served in the week. That is, if the 
basic day were 10 hours, excess time should be allowed only if in the 
week over 60 hours were served. This system is in vogue in many 
industries, but I do not think it tends so well to serve the purpose of 
minimizing the daily hours, or rather of equalizing them from day to 
day, as would the daily application of the principle. If with the 8-hour 
day the employers may with immunity work the employees 16 hours 
daily for 3 days of the week, and not at all for the others, they might 
regulate their stock purchases and holdings accordingly, whereas, if the 
added pay for overtime applied to the days, they would be more likely 
to make effort to conform to the 8-hour day, as it would probably be 
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more to their advantage to carry over some of the stock for another day 
or two than to pay the added rate for overtime. 

The most usual and customary rate for week-day overtime is time 
and one-half, and as to such time served beyond 10 hours I have no 
hesitancy in fixing that rate. I am convinced, however, that for a very 
considerable time after the basic 8-hour day becomes effective, at least 
until employers and employees have become adjusted to the new con- 
ditions, it will from time to time be necessary to serve some overtime. 
In view of this fact I do not believe it would be fair, at least until long 
enough after the basic 8-hour workday becomes effective to determine 
more definitely from experience in this industry, to impose on the first 
2 hours so large a penalty as for the excess over 10 hours; and I have 
accordingly concluded that on and after next May 5 for the first 2 
hours of week-day overtime the rate of compensation shall be time and 
one-fourth.* 


Another question decided by the arbitrator related to guaran- 
teed weekly wages. The existing guaranties of a specified number 
of hours’ pay per week were based on the 1o-hour day, and the 
employers contended that if the 8-hour basic day was to be 
introduced, a corresponding reduction should be made in the 
number of hours’ pay guaranteed per week. The arbitrator ruled 
that the weekly guaranty was to be 40 hours, and that for any 
week in which a holiday occurred the guaranteed time was to 
be 33% hours. These rulings were to become effective May 
5, 1918. 

On March 2, 1919, another award by the arbitrator changed 
the basis of payment for overtime work. All time in excess of 8 
hours a day was ordered to be paid for at 1% times regular hourly 
rates. The arbitrator in making this rule referred to the more 
plentiful supply of labor at the time and to an increasing public 
conviction that the 8-hour day was proper in industry. 

On April 12, 1919, the packing companies agreed with the 
Federal Government to continue the agreement of December 
24, 1917, for a period of “one year after peace is declared,” and 
on June 4 the union also agreed with the Federal Government 
to continue their agreement for a period of “one year after the 
end of the war.” 

In the summer and fall of 1919, several demands were made by 
that labor organization. One demand was for the 44-hour week. 
The Saturday workday was to be reduced to 4 hours, and the 





8 Decision quoted in United States Bureau of Labor Statistics, Monthly Labor 
Review, Vol. 6, No. 5, pp. 115-127. 
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other days were to be 8 hours in length. The arbitrator did not 
allow that demand. He was of the opinion that the 44-hour week 
would be burdensome and that the transition from the 10-hour 
day previously in effect to the 44-hour week could not be made 
economically at the time. 

On February 21, 1921, the packers notified the United States 
Secretary of Labor of their intention to terminate the original 
agreement and the extension thereof on the ground that the war 
really had ended although peace had not been declared formally. 
This information was communicated by the Secretary of Labor 
to the employees’ representatives and to the arbitrator. 

In pursuance of their announced policy, the packers notified 
their employees: (1) of a reduction in wages, effective March 
14, 1921, of 8 cents an hour for employees working on an hourly 
basis and of 1214% in the rates of pieceworkers; (2) that over- 
time rates of pay would apply after 10 hours’ work a day or 
after 54 hours’ work a week, instead of after 8 hours’ work a 
day; and (3) of retention of the guaranty of 40 hours’ pay per 
week. 

The union protested to the President of the United States 
against the packers’ announcement, which the union held was a 
violation of the agreement by the packers, and the entire matter 
was referred to the Secretary of Labor. Representatives of both 
sides met the secretary in Washington on March 21, 1921. In the 
meantime a vote by the union workers had resulted in favor of 
a strike. Several meetings of employers’ and union representa- 
tives were held with the Secretary of Labor, and on March 23 the 
employers and the employees each signed an agreement with the 
secretary. The text of the two agreements was the same except 
that the last paragraph in the employees’ agreement was omitted 
from the employers’ agreement. 

The wage cuts of 8 cents per hour for hourly workers and 121%4% 
for all pieceworkers shall remain in effect as of the dates announced by 
the packers and shall not be subject to any further arbitration. If any 
further reductions are desired, they shall be submitted to the admin- 
istrator. 

The basic 8-hour day and overtime rates as announced in the latest 
rulings of the arbitrator shall be restored, subject, however, to the 
right of the employers or employees to submit to him, if they desire, 


any question as to changes therein. 
The agreement of December 24, 1917, and extensions thereof and all 
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decisions thereunder (except as herein modified) shall remain in effect 
until September 15, 1921, at which time the agreement and all awards 
thereunder and supplemental and renewals thereof and understandings 
connected therewith shall absolutely terminate. 

The present arbitrator, or his successor, as administrator, shall until 
said date retain and exercise all of the jurisdiction and authority here- 
tofore existing and the employers and employees shall abide by his 
decisions in all matters of jurisdiction and powers under the adminis- 
tration and all subjects of hours, wages, conditions, and adjustments 
thereof, excepting as hereinbefore set out. The employers and 
employees shall, however, be permitted to put into operation plans 
whereby they may develop a method to handle between themselves all 
matters of mutual interest so long as they do not interfere with the 
administration. 

Any questions relating to hours or wages that may be submitted 
to the administrator during the continuance of the agreement shall be 
submitted on written briefs, unless otherwise requested by the admin- 
istrator. 

We understand and appreciate that this agreement contemplates and 
covers the exigencies and conditions at this time in the packing houses 
within the present arbitrator’s administration, without relation to indus- 
trial conditions or wages generally.* 


During the spring of 1921, several of the large packing com- 
panies submitted plans of employee representation to their em- 
ployees. The Kendall Packing Company proposed a representa- 
tion plan to its employees, and the plan was accepted by about 
70% of them. That plan established a works council which was 
to discuss matters of mutual interest to the employees and the 
company. The works council would have advisory authority only. 
The constitution stated that the jurisdiction of the works coun- 
cil extended to wages, hours, working conditions, and welfare 
activities. 

On July 14, 1921, the arbitrator handed down the following 
decision: ; 

A. For the present the employers’ requested further reduction of 5 
cents per hour in all wage rates is denied. 


B. Employers may at their option upon three days of each week work 
their employees 9 hours before being required to pay overtime rates for 
such days, or, if they prefer, they may work them 1 day of each week 
ro hours, and 1 other day of that week 9 hours before being required 
to pay overtime rates for such days, the overtime rate as to the other 





4Quoted in Monthly Labor Review, Vol. 12, No. 4, pp. 180-181. The last 
paragraph of this statement was not included in the agreement signed by the 
representatives of the employers. 
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days of the week to remain as heretofore. If, during, any such week, 
more than 48 hours be worked, overtime rate shall apply to the week’s 
time worked in excess of 48 hours. Holiday rates are not affected. 


C. In computing “guaranteed time” any overtime or holiday work 
during the week shall be figured at the number of hours represented 
by the pay rate therefor, that is, time and one-half for an overtime 
hour shall be considered as 114 hours of work applicable on the 40-hour 
guaranty. This and the prior section of the award shall be effective 
July 17, 1921. 

D. The administrator retains jurisdiction of this proceeding, and 
the right to make further reductions in wages, and changes in the mat- 
ters and things above awarded, as during the administration from time 
to time may by the administrator be deemed necessary and for the 
best interest of all concerned.°® 


On September 15, 1921, the term of the federal arbitrator came 
to an end according to the agreement signed in Washington on 
March 23, 1921. On December 5, the packing companies put 
into effect a wage cut which brought about a strike on the part 
of the members of the national labor union already referred to. 
The strike was marked by violence, although it was evident after 
a few days that only a minority of the employees were in sym- 
pathy with the strike. After a period of six months, the strikers 
admitted defeat, although they maintained that their efforts to 
strengthen their organization would not be relaxed. 

When the workers in the killing and cutting departments ol 
the Kendall Packing Company’s Hartwell plant suggested a 
revision of overtime wage rules in the early spring of 1922, 
they stated that they wished to obtain more of the work which 
resulted from heavy shipments of live stock on particular days. 
The excess rates for overtime work had caused the Kendall 
Packing Company to endeavor to avoid overtime operations. As 
a means of accomplishing this, the company had increased the 
size of the crews. In consequence the employees during weeks of 
relatively light purchases of live stock were not able to obtain 
48 hours of work. 

The average weekly work period in the company’s killing and 
cutting departments was 49 hours. In individual weeks, how- 
ever, employees in those departments had worked as long as 
55 and 60 hours. Approximately 40% of the workers employed 
in the Hartwell plant were employed in those departments. 





5 Quoted in Monthly Labor Review, Vol. 13, No. 3, p. 141. 


246 HARVARD BUSINESS REPORTS 


While negotiations were in progress, the employee members of 
the works council interviewed workers in the killing and cutting 
departments and obtained their views on the subject of overtime 
rates. A question had arisen in the minds of the workers as to 
whether the company might take advantage of a modification 
of the overtime rules and require more overtime than was whole- 
some. The workers desired assurance on this point. 

The company representatives stated that they did not desire 
to return to the ro-hour day as a regular policy. They did desire 
more flexible working schedules, without the imposition of over- 
time rates, than were permitted under the latest ruling of the 
arbitrator. The company did not wish to abolish the minimum 
weekly guaranty of 40 hours’ wages. 

The agreement concluded in the works council was as follows: 
The weekly guaranty of 40 hours’ wages was retained. This 
applied to employees paid on an hourly basis. The guaranty 
during a week in which a holiday occurred was to be wages for 
33% hours. Wages at 150% of regular rates were to be paid for 
service in any day in excess of 1o hours and for service in any 
week in excess of 55 hours. The company undertook to maintain 
the current average weekly working period of between 48 hours 
and 50 hours. When large purchases of live stock caused the 
company to operate its plant more than 50 hours a week, those 
operations were to be deemed exceptional and not precedents 
justifying a return to longer hours of labor. 


CoMMENTARY: The arbitrator’s decisions in this case indicate a 
gradual change of position. At the outset he judged overtime work 
almost exclusively from the employees’ standpoint. In his original 
decision he refused to apply the weekly basis of 48 hours in calculating 
overtime on the ground that that arrangement would not cause the 
employer to operate his plant a uniform number of hours daily. 

The arbitrator’s aim was not to be realized by this measure, as much 
of the overtime in this plant occurred on one or two days each week, 
a condition which resulted from fluctuating supplies of raw materials. 
The company had to purchase live stock on favorable market days, 
notwithstanding the extra rates for overtime work. 

In order to avoid those rates, this company expanded its killing and 
cutting crews. In consequence, work was not regularized; rather, work 
per man was cut down. 

The rulings of the arbitrator requiring the company to make extra 
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payments for overtime work were not open to abuse by the workers 
in the killing and cutting departments, in view of the system of 
mechanical production control in effect. The materials worked on in 
those departments were transported on traveling conveyors which 
moved at regulated speed, and the employees were obliged to gear 
their activities to the flow of the materials. The situation would have 
been different in an operation controlled largely by the worker. Under 
the basic eight-hour day, instances have been reported of both day- 
workers and pieceworkers who labored at reduced speed during regular 
hours so that they could prolong overtime work and thus could obtain 
the higher rates paid for overtime labor. The company had no reason 
on that score to desire a revision of the overtime wage rules estab- 
lished by the arbitrator. 

In view of the existence of the minimum weekly wage the company 
should have been allowed at the outset the flexible working schedules 
which the last decision quoted established. Because of these special 
circumstances, no general conclusion regarding overtime rules in an 
industry in which overtime days and short-time days normally occur 
during the same week should be drawn from this case. 

The employees’ request for a reduction in the size of the crews 
employed in the killing and cutting departments was made in the 
spring, a time when the slaughter of hogs and sheep normally declined 
and when the slaughter of cattle ordinarily was below the average. 
Employees who had been needed temporarily during the busy season 
probably had been released. The employees who remained wished to 
prevent the hiring of so many temporary employees at the next busy 
season. Moreover, the regular employees had experienced slack opera- 
tions during 1921 on account of the generally depressed conditions of 
trade at that time. 

There is doubt whether the company could operate in busy seasons 
without hiring some extra employees. The case reports that although 
on an average the men had worked 49 hours a week, they at times had 
worked 55 or 60 hours a week, an increase of from 12% to 22% above 
the average. The case states, however, that the slaughter of hogs in 
some months was double that in others and that the slaughter of sheep 
in some months was 50% greater than in others. For sheep and hogs, 
therefore, it appears that the Kendall Packing Company would have 
been obliged in seasons of heavy receipts to expand its regular crews 
or to organize additional crews in the killing and cutting departments, 
regardless of the basis of overtime compensation. The labor surplus 
existing at the time, and the fact that much of the work required only 
semiskilled operators, made it easy for the company to expand its 
crews, whenever necessary, because of fluctuating receipts of live stock. 
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Under those conditions, average earnings per employee were restricted. 

With regard to the daily variations in hours of work during weeks 
when approximately the average number of working hours occurred, 
therefore, the employees who advanced the demand for adjustment of 
overtime terms were likely to gain financially from conceding a reduc- 
tion in overtime rates in return for a curtailment of the normal work 
force so as to have more working hours per man per week. 

One feature of the agreement negotiated in the works council deserves 
special mention. That was the company’s statement that it would not 
take advantage of the more flexible rules adopted concerning the appli- 
cation of overtime wages and that it would not use occasional instances 
of overtime as a precedent for increasing the weekly hours of labor. 
A statement of this kind indicates that labor relations are being 
placed upon the basis of good faith and that long-run considerations 
are governing labor policies. In putting that type of relationship into 
effect, some organized method of dealing is essential. In this case, the 
company’s officials were able to pledge to representatives elected by 
the employees involved in the settlement, that the company would not 
use to the detriment of those employees a privilege to which the repre- 
sentatives had consented with some misgiving. 


August, 1926 J. W. R. 


MossLeE PACKING CoMPANyY! 
PACKER—MEAT 


Wacres—Base for Computing Wages for Special Work Under Minimum 
Weekly Wage Guaranty. During a week containing a holiday, four 
men in the sheep-killing department of a packing plant each did special 
work for 9 hours in addition to the 2734 hours worked by them in 
company with the other employees in their department. All men in 
the department were guaranteed, as a minimum weekly wage, payment 
for 40 hours, or in weeks containing holidays, 33% hours’ labor. The 
4 employees, by a motion in the works council, contended that instead 
of being paid for the 3614 hours they actually had worked, they should 
receive wages for 3314 hours (as, by reason of the minimum-wage 
provision, did their associates who had worked only 27% hours) plus 
wages for the 9 hours’ additional work, or for a total of 42/2 hours. 
This motion was approved by the council. 


(1924) 


In September, 1924, the representatives of the sheep-killing 
department of the Mosslee Packing Company’s meat packing 
plant introduced a motion in the works council that 4 men who 
during the week from August 30 to September 5 had worked 
3614 hours be paid for 4214 hours. The works council, composed 
of 9 employees and 9g management representatives, was em- 
powered to consider the claim and to recommend suitable adjust- 
ment for approval by the management. 

Witnesses called by the works council established the following 
facts: The Mosslee Packing Company, in common with other 
packing plants in the city in which that company was located, 
guaranteed a minimum of 40 hours’ pay per week to employees in 
the killing and cutting departments, except for those weeks in 
which holidays occurred, when the guaranteed wage was 33% 
hours’ pay. Prior to the adoption of this guaranty, the fluctuat- 
ing receipts of live stock had caused employees in the killing and 
cutting departments to receive low earnings in weeks of light 
shipments; as a result there had been a high rate of labor turn- 
over in those departments. The provision for a minimum wage 
had reduced the rate of labor turnover and was satisfactory to 
the packing companies and their workmen. 
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During the pay period including September 1, Labor Day, the 
4 men initiating this request for 42% hours’ pay worked as 
follows: 











Date oo ork Soe 

Saturday.Alga Onn Peseriene re rnin er eae 7 4 
Monday, Sept. 1 (Labor Day)............... Nye ee 
iDuesday. Sept.c2neaeen oh ot vseiatan rote oe eee 5 3 
Wednesday Sep tres meme eran a tet eee 4 sane 
Pehursday .oepte4 wetter eden ere 4% 2 
Fridays Oepi aguante ce me kr cris eee eee 7 Res 

DL otal See eras i ices coeee ecroeten Nr eae Ca 274% 9 


Each of these 4 employees had spent 271% hours at his regular 
work and 9 hours at special work of cleaning and painting the 
workroom in preparation for the annual live-stock show, which 
was to be held soon. 

Although the rest of the crew of which the 4 men were mem- 
bers worked only 274% hours, they were paid for 3314 hours 
under the minimum-wage guaranty for holiday weeks. The 4 men 
had worked 361% hours and had been paid for that time; the 
rate for their regular work had applied also to the special work. 
The men claimed that they deserved pay for 4214 hours, con- 
tending that they, in common with their associates, should receive 
payment for 33% hours, and, in addition, payment for the 9 
hours spent in cleaning and painting the workroom. Their regu- 
lar work was done upon carcasses passing along on a conveyor. 

A discussion followed the hearing of witnesses. One manage- 
ment representative said that to his way of thinking these 4 men 
had no grievance whatever; they had been paid for every hour 
they had worked, and were entitled to no more. The rest of 
the workmen in the department, he said, were fortunate in re- 
ceiving pay for 33% hours when they had worked only 2714 
hours. In his opinion, the company, by paying a majority of the 
men for more hours than they actually had worked, was the only 
party that had sustained a loss. 

The management representative was followed by an employee 
representative who pointed out that the four men were butchers 
and that the special work they had done was that of common 
laborers. He implied that cleaning and painting the department 
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was a hardship for the men. The employee representative also 
stressed the fact that in doing this extra work the four men had 
worked longer than the others in the crew. 

A second member of the management group said that he always 
respected workmen who did what their employers asked them to 
do. He held that the company had treated the men liberally in 
paying them for the special work at the hourly rate for butchers 
rather than at the rate for common labor. An employee represen- 
tative then moved that the 4 men be paid for 421% hours as they 
requested. The voting resulted in a tie, and the question was 
reopened for discussion. 

The management representatives continued to hold that the 
4 men had suffered no hardship. The employee representatives, 
on the other hand, contended that those men had worked 9 hours 
longer than their fellow workmen and, therefore, deserved 9 
hours’ wages in addition to those received by the rest of the 
crew. After 3 votes had been taken, each of which was a tie, the 
motion was tabled. 

At the next regular meeting of the works council, a month 
later, the issue was reopened. The employee representatives ad- 
vanced practically the same arguments as before. One manage- 
ment representative stated that, after giving the matter careful 
thought, he had concluded that the employee representatives 
were justified in their contention. It then was moved that men 
working in excess of the time worked by the rest of their crew 
should receive pay for the excess in addition to whatever sum 
was received by their associates, whether the guaranty provision 
was involved or not. This motion was voted upon with the follow- 
ing result: employee representatives, 9 in favor; management 
representatives, 6 in favor, 3 opposed. 


Commentary: The parties in this case were at odds regarding the 
base to which the 9 hours’ special work of 4 employees should be 
added in calculating their wages. The employee group wished to add 
the 9 hours to the minimum-wage guaranty; the management group 
wished to add the g hours’ special work to the actual hours spent at 
regular tasks. 

Apparently the company deemed that the guaranty was made to each 
workman as an individual, and that it could total the aggregate due 
each man for regular and special work before deciding whether the 
wage guaranty afforded him any payment in addition. 
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It is important to note the different attitude of the workmen: they 
thought that since the 4 men had worked g hours more than their 
fellows upon a special assignment, they deserved wages for 9 hours 
in addition to the amounts received by the rest of the men. 

Had the company persisted in paying these 4 men for 3614 hours’ 
work instead of for 421% hours’ work, probably no one in the depart- 
ment would have volunteered to do special work thereafter. The guar- 
anty applied to all the men in the department. The several members 
of the department normally were occupied an equal period of time in 
processing raw material. Special work was on an independent footing, 
and, therefore, the men were right in their contention that it should be 
paid for in proportion to its duration, without reference to the guaranty. 


November, 1925 J. Wo R: 


REDMOND Company! 
MANUFACTURER—MACHINERY 


Waces—Adjustment of Foreman’s Wages Requested After Comparison with 
Subordinate’s Wage. A foreman asked for increased pay on the ground 
that one workman in his section occasionally earned more per week 
than he did. The employment manager, by pointing out that these 
weeks of high earnings occurred only once in two months, and that the 
foreman’s position was more certain than that of the workman in times 
of business depression, induced the foreman to withdraw his request. 


A foreman employed by the Redmond Company asked for an 
increase in salary on the ground that one of the workmen in his 
gection occasionally earned more per week than he did. 

The Redmond Company manufactured machinery and sold 
it in the northeastern portions of the United States and in several 
foreign countries. The company’s plant was located in a suburb 
of a large eastern city. The factory was divided into 32 depart- 
ments. At the head of the plant organization was a superin- 
tendent, who had under him a production manager, a foundry 
superintendent, an equipment superintendent, a chief draftsman, 
and an office manager. The production manager in turn had 
under him three general foremen who supervised the department 
foremen. The department foremen were assisted by section hands. 
Routing of work in the factory was controlled by a planning 
organization through the use of accurate production schedules. 

Brown, who presented the demand for increased wages, was 
foreman of the milling-machine department. He had started to 
work with the company as a milling-machine operator. After 
several years, he was promoted to the position of section hand, in 
charge of 10 men. In that position, he did not operate a machine; 
his principal tasks were to assign work, maintain machines, and 
instruct men. For inexperienced men, he set up machines, proc- 
essed the first few pieces of each lot, and sharpened tools. Expe- 
rienced workmen, however, set up work on their own machines 
and sharpened their tools. At the time of this case, workmen in 
Brown’s department had a base wage rate of 55 cents an hour, 
whereas a section hand had a base rate of 65 cents an hour. 
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After Brown had worked as a section hand for some time, he 
was made foreman of his department. He was promoted by the 
general foreman after conference with the employment manager, 
the production manager, and the superintendent. Brown, as fore- 
man, had charge of 50 men. His duties consisted of the general 
supervision of the milling-machine department. A foreman’s 
wages at that time were 9o cents an hour. 

One workman in the milling-machine department was excep- 
tionally adept at certain tasks. For several hours and even days 
at a time he earned, at regular piece rates, $1.25 an hour. On 
one particular task this man could process twice as much as any 
one else who had tried the work. The foreman, in his endeavor 
to process scheduled work on time, assigned this particular work 
to the exceptionally adept worker. 

One week the foreman, Brown, received $46.80 and the adept 
operator, by working all week on the particular job at which 
he was most proficient, earned $65, or approximately $1.25 an 
hour. Brown, who knew the earnings of his men, went to the 
employment department and asked for an increase in wages. 

The employment manager knew that Brown was receiving 
wages in line with the rates paid other foremen in the plant. The 
employment manager also was convinced that it would be unwise 
to lower the piece rate on the task mentioned, as that would 
reduce the operator’s incentive to maintain a high output each 
day. He also feared that to lower any piece rate would cause 
many workers to slow down to prevent similar reductions in rates. 

The employment manager, upon inquiry, found that the job 
upon which the operator earned $1.25 lasted for about one week 
out of every two months. The employment manager then pointed 
out to the foreman that although the operator would make large 
earnings on this particular task, on the other tasks he would 
earn his average wages of about 65 cents an hour. The employ- 
ment manager also pointed out that only upon exceptional 
occasions could this workman remain for an entire week upon 
this particular task. Both the employment manager and the fore- 
man knew that if slack times came the operator probably would 
be put upon a short-time basis or might even be laid off. The 
foreman’s job was relatively permanent. After the employment 
manager had talked over these various phases of the situation 
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with the foreman, the foreman appeared to be satisfied and with- 
drew his request for higher wages. 


CoMMENTARY: This foreman had rated his personal worth on the 
basis of his weekly earnings, which he had contrasted with those of 
operatives. Since the differential had served to indicate to him his 
merit as an individual, the foundation for his self-respect was weakened 
when that differential was narrowed. 

Presumably the general level of foremen’s compensation was satis- 
factory throughout the plant. To have granted this one request would 
have led to similar demands from other foremen when they learned of 
the increase. The significant point of the case, therefore, is the sound 
strategy of the employment manager in furnishing the foreman with 
new bases of comparison. He asked the foreman to compare his earn- 
ings with those of exceptional and of typical operators over a period of 
several weeks. From this standpoint, the wage differential was seen 
plainly to favor the foreman. The employment manager also asked 
the foreman to contrast the security of his position with the security of 
the positions of his subordinates. These comparisons afforded the fore- 
man new bases for satisfaction in his position. 


February, 1926 J. W. R. 


BoxLEY CONSTRUCTION ComMPaANy? 
BUILDERS 


Lasor Supplty—Methods to Assure Adequacy at Transitory Locations. 
A company which erected structures in the eastern part of the United 
States had difficulty in assembling competent labor at points at which 
it was to construct buildings. The employment manager, by a record 
system, succeeded after six years in building up a prospect file of 
qualified labor in many localities. The employment manager also created 
a skeleton operating organization which could be sent to any point where 
the company was to erect a building. 


Work Incentives—High Wages Inadequate as Sole Incentive to Foreign- 
born Laborers to Work Steadily. In 1920 a company which erected 
buildings in the eastern part of the United States found that its for- 
eign-born laborers, because they were earning more money in wages 
than they thought necessary to meet their requirements, did not wish 
to work regularly. As the company needed the labor of these men, it 
sought an appeal that would cause them to continue at work. The 
executives explained to the men the temporary nature of their high 
earnings and the importance of creating personal surplus funds. This 
appeal proved to be effective. 


(1920) 


The Boxley Construction Company erected office buildings, 
factories, apartment houses, and other large structures in the 
eastern part of the United States. The company’s high rate of 
labor turnover, and the difficulty experienced in obtaining workers 
at various places at which it was to begin operations, had caused 
the company in 1914 to engage an employment manager. The 
employment manager made a preliminary investigation of the 

company’s methods of employing workers. 

The employment manager found that after the company had 
contracted to construct a mill or other structure at a certain 
point, it sent a staff of engineers and general executives to that 
place. These officials hired local mechanics and unskilled la- 
borers, but additional workers often had to be obtained from 
near-by cities. The superintendent in charge of the construction 
work usually wished to appoint foremen immediately. It was 
difficult for a superintendent to judge accurately the capacities 
of the workers at the time they were hired, however. He could 
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do so after several weeks, but delay in organizing the construc- 
tion crews was costly. 

As a result of his investigation, the employment manager de- 
cided to try to build up a skeleton organization which could be 
sent to any place at which the company was to undertake con- 
struction work. This skeleton organization would furnish the 
foremen, at least temporarily, and also would train the lo- 
cally employed laborers in the company’s methods of erecting 
structures. 

At the same time, the employment manager began to keep a 
record of all workers whom the company employed. A card was 
prepared for each worker. On this card were recorded the man’s 
name and address, the type of work he was qualified to do, a 
notation as to his character and personality, his marital status, 
and his willingness to go from one part of the country to another 
for temporary assignments. After six years, the employment 
manager thought that the card system had reached the point 
where it was yielding its maximum results. He then had informa- 
tion regarding mechanics residing in many localities. He had 
been able to organize the work of the company in such a way that 
many workmen were given steady employment during almost the 
entire year, an exceptional condition in the building trade. Men 
in the company’s employ were paid the rates of wages that were 
current in the large city in which the company’s home office was 
located. Those rates usually were higher than the rates in effect 
in the smaller cities and towns in which the company erected 
buildings. 

In 1914 the company’s unskilled laborers, had they worked 
full time during the months that the company wished to employ 
them, would have received $640 each; in 1918 they would have 
received $1,400 each; in 1919, $1,510; in 1920, $2,000. The 
skilled carpenters in 1914 would have received $1,400 each; in 
1915, $1,600; in 1916 and 1917, $1,800; in 1918, $2,200; in 
1920, $2,600. 

A majority of the unskilled workers were Italians who, as a 
group, were said to send approximately two-thirds of their wages 
to Italy; the other third of their wages, it was stated, appeared 
to be sufficient to provide them with lodging, board, and other 
essentials. The company at times erected barracks and ran 
commissaries for its workers when they were engaged in con- 
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struction in small towns. When working in large towns the men 
usually obtained accommodations in private homes. 

During the latter part of October, 1920, the employment man- 
ager, in reviewing his list of unskilled laborers, found that many 
of the workers had been with the company since 1914 and had 
earned the maximum amounts per annum stated above. 

The employment manager reviewed his list at that time because 
many of the Italians had stopped working, and the rate of labor 
turnover among them had increased markedly. Upon investigat- 
ing the situation, he found that a large number of the Italians 
after earning $1,500 in a year or less did not see any reason 
why they should continue to work. After earning that sum some 
of them had decided to take vacations. They did not intend to 
work for another company, but merely thought that they had 
earned enough money for a period. One Italian, when questioned, 
said that it was not necessary for him to work for some time. He 
pointed out that he had earned $1,500 during the past year to 
date, which was as much as he had earned in any previous year. 
He was able to send $800 to Italy, which at the ruling rates of 
exchange afforded his family in Italy a liberal income. The 
remaining $700 more than covered his living expenses in the 
United States. 

In order to induce the Italians to go back to work, the employ- 
ment manager asked the operating executives on the various 
construction projects to point out to the laborers that the current 
high earnings were not going to continue indefinitely. The oper- 
ating executives were asked to advise the workers strongly to lay 
up a surplus against future unemployment. The appeals were 
reported to have assisted greatly in meeting the indifference of 
the workers toward the opportunity to work and earn at the 
time. 


CoMMENTARY: In regard to recruiting labor for a company of this 
type, it is significant that the employment manager’s index of qualified 
mechanics and laborers in various localities did not reach its maximum 
effectiveness until after the passage of six years. 

The company’s main problem was that of obtaining steady work 
from a class of employees to whom high wages were not in themselves 
an effective incentive. Usually, in periods of generally rising wages, 
expenses of living and of recreation are also rising, and at a more rapid 
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rate. While this condition may make for a high rate of labor turnover, 
the typical workman must continue at some employment in order to 
provide for the mounting needs of his family. 

In the present case, however, the families of the Italians were in 
many instances in Italy, where their demands were probably not 
affected in any direct relation to conditions in the United States. The 
habits of the men were fixed; they had no desire to raise their standards 
of living. For them, therefore, the higher money wages were not 
offset by proportionately higher expenses, and actually represented 
larger surpluses than before. When these surpluses appeared ample, 
there was no further incentive to steady work. 

Under these circumstances, it would have been difficult for the 
company to stimulate new wants among these men. Consequently, 
the advice to provide for future contingencies had a broader appeal 
to the Italians than a suggestion to add some item to their list of cur- 
rent expenditures would have had. 

Essentially the same appeal is made by any thrift plan in which 
savings are put into secure investments directly or indirectly. Such a 
plan, to individuals with foresight, provides a motive for working and 
earning. 


February, 1926 J. W. R. 


ALDEN STEEL Company? 
MANUFACTURER—STEEL 


Waces—Wage Reduction Negotiated with Plant Assembly. In the summer 
of 1921, a steel manufacturing company which had an understanding 
with its employees not to revise wages more than once in six months, 
broached to its plant assembly, comprising equal numbers of employer 
and employee representatives, the subject of a second wage reduction 
within a period of six months. In view of the existing severe depression 
and price reductions, the plant assembly after long discussions decided 
that the further wage cut was necessary if the company were to retain 
its competitive place in the industry. 


EMPLOYEE REPRESENTATION—Duties and Conduct of Employee Representa- 
tives. Minutes of works assembly meetings distributed to all the com- 
pany’s employees acquainted employees with discussions which took 
place under the plan of employee representation in effect. In the course 
of a wage negotiation, an employee representative suggested that a 
referendum on the issue be held among the employees. The company’s 
spokesman replied that under the representation plan decisions were to 
be made by elected representatives, who had a better opportunity of 
studying the complex problems arising in business operations than did 
the rank and file of employees. He held that employee representatives, 
though obligated to explain their actions to their constituents, should 
act in the light of the additional information possessed by them without 
requesting a referendum. 


EMPLOYEE REPRESENTATION—Jurisdiction of Works Committees. An em- 
ployee representatives’ caucus, in offering to accept a wage reduction 
during a period of business depression, recommended that, if imposed, 
the reduction apply also to foremen and that foremen be required to 
take one day a week off without pay. The company officials declined 
to entertain that recommendation. They held that wages and working 
arrangements of supervisors were outside the jurisdiction of the joint 
conference, and were matters to be settled exclusively by the company 
officials. 


(1921) 


Early in May, 1921, when the United States Steel Corporation 
announced a 20% wage reduction, the Alden Steel Company 
made a similar reduction. In the summer of 1921, the manage- 
ment and employee representatives of the plant assembly of the 
Alden Steel Company discussed the expediency of a further re- 
duction in wages. The company had an understanding with its 


1 Fictitious name. 
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employees not to adjust wages more frequently than once in six 
months. 

Men employed by the Alden Steel Company in departments 
operating continuously worked in eight-hour shifts, whereas cor- 
responding employees of the United States Steel Corporation and 
other large steel companies worked in twelve-hour shifts. Men 
working in shifts were known as “turn men.” 

The steel business had undergone drastic curtailment of opera- 
tions since 1920. Despite price concessions, orders had been 
placed for only a small fraction of the industry’s capacity. 

Changes in prices of iron and steel during this period are 
given in Exhibit 1. 

EXHIBIT I 
ComposITE Prices oF IRON AND STEEL, JANUARY, 1920, TO 
AUGUST, 1921* 





















Pig Iron Finished Steel 
(Dollars per Gross Ton) (Cents per Pound) 
Month 

1920 1921 
Vanuaryaweete a. weston 39.08 31.18 3.057 
Rebruary sense ree es 42.35 28.45 3-486 2.918 
Ware hitemesey set ce. etc: 42.17 25.18 3-743 2.764 
PA ori ese raerctoretsxs hs eas 42.93 23.73 3.842 2.737 
WE A Vown Sore nen vators stele s siiaels 43.04 22.78 3.804 2.764 
NUE ree ee is een ee 44.09 2573 
ial yANeee th ery ns etary oe 45.44 20.22 
PAU RUS tan te ane tiene ove. 47.38 
September cssacs--> 47.83 
OCtOWEr Ry aio ee usiale Sco 45.05 
INovembernecpat cient etre 38.65 
Decem bereits act eeese 34.51 





* Published subsequently in the Iron Age, January 5, 1922, p. 60. 


The wage reductions of the United States Steel Corporation 
and the Alden Steel Company followed reductions by many other 
steel companies. On January 16, 1921, one large independent 
company had cut wages in the several grades of labor by from 
10% to 20%. A little later the rate for common labor in several 
mid-western plants had been reduced from 46 cents to 38 cents 
an hour. Some eastern companies were paying this grade of labor 
30 cents and 33 cents an hour with no increase in the rate for 
overtime work. On February 15, 1921, a number of companies 
had reduced wages for common labor from 46 cents to 37 cents 
an hour but had retained the eight-hour basic day with time and 
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one-half rates for overtime work. In a majority of cases pro- 
visions for overtime rates possessed slight significance, since 
eight-hour rather than twelve-hour shifts were used in order to 
afford employment to more men. On March 8, 1921, the Rainey 
Company, a subsidiary of the United States Steel Corporation and 
a large coke and coal producer, had cut wages 15%, and about 
a month later a number of independent coke producers had cut 
wages in the various grades of labor by from 22% to 33%. The 
executives of the iron and steel industries knew of these adjust- 
ments, since the latter were large consumers of coke and in some 
instances owners of coal and coke companies. 

The Alden Steel Company in May had asked its employees to 
accept the 20% cut through the plant assembly, which had been 
established some months before. The plant assembly consisted of 
13 representatives of the employees and an equal number of 
management representatives. The chairman, who was the com- 
pany’s advisor on industrial relations problems, did not have a 
a vote. Each employee representative had approximately 100 
constituents. At its meetings the assembly had discussed the trends 
of business, wages, the cost of living, and production schedules. 
It also had dealt with working conditions and personal grievances, 
and had taken over the administration of certain employee bene- 
fit activities. 

At a meeting of the plant assembly in June, 1921, one manage- 
ment member discussed at some length current wage levels, orders 
for new business, prices, and tonnage output in various steel 
companies. He also referred to the level of freight rates and to 
the cost of living. In concluding his remarks he said: 

I would like to hear an expression from the employees here. Can 
you suggest anything to do under the circumstances? We have been 
making stock here that is unsold and is now on our hands at a value 
of several hundred thousand dollars. Some of the steel now being 
marketed is sold at less than our cost of production. We have kept 
on producing, hoping that demand would pick up and hoping to main- 
tain our organization, and it looks rather doubtful if we can keep the 
thing up. 

A neighbor of ours is selling more of its capacity than we are because 
of lower prices, and this is true because it pays lower wages. 

For this reason I think we should all do some sound thinking as to 
whether it wouldn’t be a better thing for the employees and for the 
company to consider a further wage readjustment at an early date. 
Although it has been a regular policy of the company not to adjust 
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wages more frequently than once in six months, these are exceptional 
times. We are looking forward to the keenest competition, which will 
make every company fight to retain—not increase but just retain— 
the share of business that it has been receiving in the past. 
CHAIRMAN: Are there any comments? 


Mattison (E)?*: As I see it there is little discussion that the employee 
representatives have to contribute. We have got to accept the 
inevitable. We will make any sacrifice if it stimulates business 
and gets our fellows back to work. I know several of them who 
have sold their automobiles. They cannot even buy gas to run 
them. 

KrncsBury (M): Some of our neighboring steel plants have made two 
cuts in wages and have a labor cost 20% to 25% less than ours. 

Mattison (E): I know myself that they made two cuts. 

Kincsspury (M): On account of the long-standing policy of the 
company I believe the officials would hesitate to suggest another 
wage cut within six months of the last one, but if the employee 
representatives would come forward with a proposition and it 
could be put into effect, the amount of operation here could be 
maintained, and I am willing to stake my guess that it could be 
increased before the end of six months, so that the men would not 
lose any through the adjustment. Here in the manufacturing end 
we have got to get out our product at a cost that will enable our 
sales department to obtain orders. 

Mattison (E): The employee representatives ought not take it upon 
themselves here to make any suggestion of that character. We 
must discuss the subject with the men in the plant. It’s a pretty 
tough proposition for a man to come out and say he will accept 
a 10% or a 15% cut even if he is working full time. A lot of our 
fellows are getting less than $150 a month now, and they are pay- 
ing $65 for rent alone, leaving them about the same amount of 
money or a bit more to buy food, clothes, and a little pleasure. 
If you ask them, ‘Will you accept a 10% cut in order to get the 
rest of the boys back to work?” they will say, “We cannot do it, 
we cannot meet expenses as it is.” 

Krincssury (M): Suppose that we laid off entirely? 

Mattison (E): They do not figure that way. 

Kincsspury (M): There are a lot of similar men that have been laid 
off. What about the men who are working only two days a week? 

Mattison (E): We have a lot of sympathy for them. 

Krncspury (M): There are a lot of fellows who will work on jobs 
that they are not accustomed to for one-half of what they get on 
their regular jobs, but who will not take a reduction in wages on 
their jobs. The thing will go along until their temporary jobs 


2 (E) signifies employee representative; (M) signifies management representative. 
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become their regular jobs, and they will then be glad to go back 
to their former employment with a proper reduction. When that 
time arrives, the product that they were accustomed to produce 
can be turned out at a cost that will permit it to be sold. 

Mattison (E): But if we would get together and talk about accept- 
ing a cut, the men would say, “When we got the last cut of 20% 
we thought that would stimulate business, but it has not done any 
good; now will this 10% cut do any good?” 

Kincspury (M): What do you think about it? 

Mattison (E): If we have to make a sacrifice, let’s do it, provided 
it stimulates business and gets our fellows back to work again. 

Kincspury (M): What is your own thought about the time when they 
will get back to work? 

Mattison (E): I have been thinking about that for six months. The 
price of steel has got to come down as well as wages. 

Kincssury (M): Do you really think so? 

Mattison (E): The big jobbers are not going to buy steel at present 
prices and in a short time have the price of steel drop $5 or $6 
and leave them with a large stock of high-priced steel on their 
hands. If other concerns are making steel cheaper than we can 
make it, then in order to get business we must make steel as 
cheaply as they do. If the difference in the price of labor is the 
cause, then I see no other way than to reduce wages. We certainly 
cannot get business unless we can quote our product as cheaply 
as the other fellow. 

Krncspury (M): Do you really believe that? 

Mattison (E): I certainly do. 

Kincsspury (M): If that is so, then the longer we stay up in cost and 
price the longer it is going to take to get back into good business, 
according to your own analysis. 

Mattison (E): Ware Bay Steel is down below us in their labor rates 
and yet they are not getting much business. 

Krncspury (M): They are perhaps getting some more business. It 
will take some little time because buyers are not going to buy 
strongly until they think things are down to rock-bottom. But 
the longer you take to cut down the cost the longer it is going 
to take to convince the buyer that it is down. 

Mattison (E): Most of the workmen think that the big companies 
are trying to grind them down as far as possible, thereby making 
the men glad to get back to work at any price. 

CHAIRMAN: The fact that this company has gone ahead and stocked 
pig iron and billets up to almost $1,000,000 in value is pretty 
conclusive that this company at least is not grinding the workmen 
down to the last cent. 


Lamson (M): I think the workmen do not understand the situation, 
and have hit upon this idea as an explanation. 
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Kincsspury (M): I do not see that you as council members can do 
more good for your constituents than to explain this situation in 
its true light. 


There was no further discussion of wages at that meeting. 

About a month later the plant assembly met again. Since the 
last meeting a number of wage adjustments had been made in 
the iron and steel and related industries. On July 2, the Rainey 
Company and the Washington Coal and Coke Company had re- 
duced wages 10%. That was their second reduction. On July 6, 
the United States Steel Corporation had abolished the one and 
one-half time payment for overtime work, the adjustment to 
become effective July 16. Since the corporation was endeavor- 
ing to afford employment to as many men as possible by operat- 
ing eight-hour shifts, the adjustment meant less in the way of 
actual money loss to the employees than seemed to be the case on 
the surface. On July 12, some steel companies had reduced wages 
of common labor from 37 cents to 30 cents an hour, and on July 
16, several independents had reduced wages to 30 cents an hour 
and had canceled the one and one-half time payment for overtime 
work. 

After unfinished business had been discussed at the July meet- 
ing of the plant assembly, a member of the management group 
spoke of the business situation: 

One of our salesmen called on a company before it placed its order. 
The company did not place its order until we had a chance to bid on 
it. Another steel company underquoted our price, and we could not 
get the order. There is some business. Business is commencing to 


revive slowly, and there will be lots of it at pretty low prices and more 

of it at still lower prices. 

Kincspury (M): Does any one have any suggestions as to how we 
can sell some steel? 

Donovan (E): What do you suggest: that the workmen accept a re- 
duction in wages that will bring our costs down to a point that 
will put our sales department in a more favorable position? 

Morris (E): Would a reduction in prices stimulate business? 

Brake (Manager of Works): Eventually, yes. 

Kincspury (M’): The reduction in prices last month has stimulated 
business considerably. Some people have landed some pretty big 
orders. 

BLAKE (M): Everything has got to come down, and the longer we put 
it off, the longer it is going to take to get back to better operations 
here. Last month our costs were higher than the prices we re- 
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ceived for our product. The price of steel has come down since 
then. We must reduce our prices or lose our old customers and 
the trade built up over a period of years. 

Donovan (E): I asked the question because men ask the representa- 
tives continually about the same thing. When we got the 20% 
cut, the men said, “Are we going to do more work? If we can get 
more work, we will be able to get along,” and they are asking now, 
“If we accept another cut, are we going to do more business?” 

BLAKE (M): We sell to people that are producers. That is why we 
are hit so hard. 

Morton (E): What do you think would be a fair reduction in wages 
to meet the situation? 

Kincssury (M): That is pretty hard to say. A lot depends upon the 
efficiency of the men, but it looks to me as though we can’t con- 
tinue at our present scale in view of the prices ruling in the market. 
I don’t see where we are going to get off under the present de- 
pressed situation. We may have to shut down and get out of 
business entirely. 

BiakE (M): These are trying times for every one, and our customers 
can’t understand why we can’t meet other prices. I feel very much 
as though it would be a great mistake to make definite promises. 
The question you ask as to whether we could build up business 
if our costs were sufficiently lower, I will answer this way: We 
can’t build up business right away, but I believe a reduction will 
keep us from slowing down. Business is going to come back 
slowly. If we do not keep the customers on our books, we won’t 
be able to run and, therefore, to give our men employment. It 
would be cheaper for us to buy steel from some other company 
where costs have been brought down and wages adjusted and then 
resell to our customers. 

Mattison (E): Can’t the management figure out what would be a fair 
reduction in wages? 

BiakE (M): We are not going to ask men down here to do any more 
for us than men in our competitors’ plants are doing for their 
managements, but there are two things in our situation that are 
a little exceptional. The first thing is the company policy about 
adjustment of wages; the directors would hesitate to ride rough- 
shod over this understanding. If it was recognized that it would 
be to our mutual benefit to set that policy aside temporarily, it 
could be done by mutual consent. Some of the men regard this 
policy as a definite promise, and the company would not want to 
give them the impression that it violates its promises. On the 
other hand, we have always endeavored to pay the market rate 
of wages or slightly better, and this is just as much of an under- 
standing with the men. We are now paying considerably above 
the market. 


Kincspury (M): I do not believe any member of the management 
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group wishes the employee representatives to make a statement 
right now with regard to accepting a reduction in wages. We are 
just giving you our position on the matter. 

Brake (M): We have come to this table to deal with facts, and it is 
a question now whether we are going to have employment in this 
company or not. We want to come to the council table to talk 
with the representatives of our men instead of issuing orders. We 
want to discuss matters with you and have you understand our 
policies instead of saying that our wages will be so and so. We 
believe that if we get together and talk about our problems you 
will go back to work understanding our position and we under- 
standing yours and that both sides will be in a better frame of 
mind and will be able to do better work. 


A discussion ensued of matters related to the wage situation. 
Rents, the possibility of reducing living costs through coopera- 
tive buying, and prices at public markets were among the sub- 
jects mentioned. Then the management members retired to per- 
mit the employee members of the committee to discuss the sub- 
ject among themselves. When the meeting reconvened, the 
spokesman of the employee group said: 

Morton (E): We would like to get the minutes of this meeting into 
the hands of the employees before we take any further action. 
I move that the minutes of this meeting be distributed to those 
working as soon as possible, and that copies be mailed to employees 
who are not working. 


This motion was carried unanimously, and the meeting ad- 
journed. 

A fortnight after the July meeting, the employee representa- 
tives at their caucus passed the following resolution and sub- 
mitted it to the management. 

In view of the business situation and wage cuts elsewhere, the em- 
ployee representatives propose waiving the understanding regarding 
wage adjustments being made not more frequently than semiannually, 
and agree to accept a 10% cut in wages, with the proviso that no 
further reduction be made within six months. 

To curtail overhead expenses, we recommend that this cut apply 
also to foremen and their assistants, and we recommend that each 
foreman and his assistant, as near as possible, take one day a week off 
without pay. 

Just prior to this action, the common-labor rate was reduced 
in certain independent plants in the Middle West. The produc- 
tion figures issued by a leading trade journal showed that the 
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July, 1921, pig-iron production was the lowest on record in 17% 
years; in December, 1903, production had been somewhat lower 
than in July, 1921. On July 30, 1921, the Frick Coke Company, 
a subsidiary of the United States Steel Corporation, announced 
a second wage cut, this time of about 10%. This cut carried 
wages for certain operations back to the scale of November 
10, 1917. The labor rates of many of the Frick Coke Company’s 
competitors were lower than the adjusted rates of that company. 
About a week after the management of the Alden Steel Com- 
pany received the resolution of the employee representatives pro- 
posing a 10% cut in wages, a special meeting of the plant asem- 
bly was held in order to consider the wage situation. It had 
just come to the attention of the management that the United 
States Steel Corporation was going to reduce wages for common 
labor from 37 cents to 30 cents an hour, effective August 29, 
1921. At this meeting Mr. Kingsbury spoke as follows: 
Kincspury (M): We have received the resolution of the employee rep- 
resentatives and have thought it over carefully. The management 
feels that you fellows have made an earnest effort to put us in a 
better competitive position. Perhaps all of you feel that you have 
taken a very strong stand in passing this resolution. I dare say 
that a number of your constituents exerted pressure against a 
resolution of this kind. Even though you accepted considerable 
censure from your constituents, you felt that you were doing the 
right thing and had the backbone to go through with it. 

The situation since your meeting has changed very materially. 
The United States Steel Corporation is about to put into effect, 
as of August 29, a cut in common-labor rates from 37 cents to 30 
cents an hour, and this makes our position very difficult. 

In regard to the latter part of your resolution, referring to the 
wages of foremen and suggesting that they take a day off each 
week, we feel that this is a natural question to arise in your minds. 
We believe, however, that this matter is entirely outside of the 
jurisdiction of the assembly. I would like to suggest that your 
resolution be modified in the light of more recent happenings. 


The Jron Age published a table* showing wages paid common 
labor by the United States Steel Corporation from 1915 to and 
including August 29, 1921. This information is given in Exhibit 2. 


After some discussion, one of the employee representatives 
moved that the assembly refer back to the employee representa- 





® Announced by Judge Gary, August 19, 1921. 
* Iron Age, August 25, 1921, p. SOT. 
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EXHIBIT 2 
WacEs oF CoMMON LABor Pap By UNITED STATES STEEL 
CoRPORATION 
W 

Date (10 eee Date oe 
I9QI5 $2.00 Aug. 1, 1918 $4.20 
Feb. 1, 1926 2.20 Oct. 1, 1918* 4.62 
May 1, 1916 2.50 Feb. 1, 1920 5.08 
Dec. 15, 1916 2.75 May 16, 1921 4.05f 
May 1, 1917 3.00 July 16, 1921 3.704 
Oct. 1, 1917 3.30 Aug. 29, 1921 3.00 
Apr. 16, 1918 3.80 


Eight-hour basic day established. Time and one-half paid for overtime. 
¢ Time and one-half for time over eight hours abolished. 
} Approximately. 


tives their resolution proposing a 10% wage cut. This motion was 
seconded and was carried unanimously. Mr. Kingsbury then 
proposed a wage cut averaging approximately 30%. He spoke in 
support of his motion as follows: 


Kincspury (M): There are plenty of men out of work under the pres- 
ent slackened condition in the business, and some of our com- 
petitors are having men work 3 days a week on 12-hour turns, 
with the result that they get a rate of speed out of the men that 
we cannot get working our men 8 hours a day throughout the week. 
I realize that my proposal is going to make earnings here very 
slim considering the cost of living, but it is better to have small 
earnings than to have no earnings at all. The situation in the 
business has become steadily worse, and we look for still lower 
prices. I cannot see what the results will be if we do not adopt 
something along the line of the cut proposed, and put ourselves 
on a competitive basis. I believe, and it is only my personal 
opinion, that we shall have to shut down unless we take action in 
this matter. 

Lamson (M): Probably we had better illustrate the proposed adjust- 
ment on the blackboard. On July 16, the United States Steel 
Corporation abolished the basic 8-hour day, which was a 14.3% 
reduction for men working 12-hour turns. Taking for example a 
man making $1 a day, he would be cut to 85.7 cents. Then this 
present cut from 37 cents to 30 cents an hour is in effect an 18.9% 
reduction, and applying this rate to 85.7 cents we have 16.2 cents 
reduction in addition. 

85.7 cents—16.2 cents—69.5 cents. 
$1.00—69.5 cents==30.5 cents. 
We propose, therefore, a reduction of 30.5% for our turn men. 
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For men working 10 hours the elimination of the 8-hour basic day 
means a cut of approximately 9%. This brings their $1 to g1 cents, 
and 91 cents times the 18.9% cut to be imposed presently, yields 
17.2 cents. 91 cents—17.2 cents=73.8 cents. 

Therefore, we propose a 26.2% reduction for the 10-hour men. 
Even applying these reductions we would still be somewhat more 
liberal than our competitors. As I figure it, we would be some 
10% to 15% higher than they, even granting these reductions. 
We do not propose to abolish the 8-hour basic day in this adjust- 
ment. 

Brack (FE): I suggest that the employee representatives have a chance 
to talk this over among themselves. 


After the meeting reconvened, the chairman said: 


CHAIRMAN: We still have under consideration the motion that men 
working ro hours be reduced 26.2%, and that turn employees be 
reduced 30.5%. Is there any further discussion? 


There was no discussion. 
CHAIRMAN: It is then in order to have a ballot. 


The vote stood: 13 management representatives in favor of 
the wage cut, none opposed; 3 employee representatives in favor, 
10 opposed. 


CuarrMAN: Since this motion has not been carried by a three-fourths 
majority, it is in order to reopen the discussion or to propose a 
compromise. 

Kincspury (M): I would like to hear from some of the employees 
who voted against this motion so that we can understand their 
viewpoint and the reason for their vote. 

Craic (E): The men are willing to take a cut, but this cut is a little 
too heavy, 30% is a little too heavy. I bought coal this morning 
at $16.25 a ton. 

Kincspury (M): Can you tell me how the company can stay in busi- 
ness in view of the competition we are up against? 

Craic (E): The men come to me and say, “Better starve without work- 
ing than to starve and work, too.” 

Krincspury (M): You will have to do what you think is right for your 
constituents. 


CuarrMAN: I think there is one point which has not been overempha- 
sized, and that is, that even with the adjustment proposed by Mr. 
Kingsbury, we will be paying above the market, probably 10% 
or 15%. It is certainly much harder to accept a cut than an in- 
crease, but the company, it seems to me, is shouldering its share 
of this burden. We expect to be able to pay more than our com- 
petitors because of the extra efficiency that we have been receiving, 
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Lamson (M): I am wondering if the employee representatives really 
are reflecting the wishes of the employees. A fellow came up to me 
the other day—I did not know him, but he knew me—and he asked 
me about work this week—how many days we were going to run. 
He said, “What do you think about the Steel Corporation wage 
cut?” I said, “What do you think about it?” He said, “I think 
it is about time we got busy, cut wages down so that we can get 
back to work.” 

Morton (E): Well, I have worked half-time for the last six months, 
and I know what it is. I have gone as far as anybody in this mat- 
ter. I would like to put in my resignation right now and see if it 
would make any difference. That is the way I feel about it. I do 
not think anybody has any right to cast any reflection. 

O’Rettty (E): Mr. Kingsbury, how would it be to take a referendum 
vote? Give every man a chance to vote on this thing. 

Kincsspury (M): My own thought about that, Mr. O’Reilly, is this. 
We have here a representative plan. We do not have a referendum 
arrangement in this plant. A referendum and a representative plan 
are two different things. You know the situation of the business, 
but perhaps the men outside in the mill do not. It might be their 
vote on a referendum to turn this proposition down, not knowing 
the facts about the steel business that you have been given an 
opportunity to learn. If these workmen find out later, to their 
sorrow, after voting against this proposition, that the company 
could not stay in business on the basis the employees forced them 
to, they will repent. 

O’Rertty (E): Go to the men and ask them what they want. They will 
not give you a fair-and-square answer. It is very hard to get their 
opinion as a group. 

Krncspury (M): The idea of representative government is this. You 
men are representing the men in your division. You hear the whole 
story. You are supposed to be men that have the sand to do what 
you think is best for the men you represent when you have heard 
the story on both sides. 

O’Reitty (E): What if the majority of the men are against the propo- 
sition? 

Kincspury (M): When we elect a man to Congress we expect him to 
do the wisest thing, even if it is against popular sentiment at the 
time. The best representative is the man who thinks things through 
clearly, who thinks for the best good of his constituents, and who 
can think better than the average man. He ought not always to 
do simply as the majority of the men in his division would tell 
him to do. He has had a far better chance to study the problems 
than his constituents, and if he feels their advice is unwise, he 
should vote according to his best judgment. 

If there is nothing more we might as well adjourn. I will report 
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our deadlock to my superiors, and I cannot tell you definitely what 
aétion will be taken with respect to operations here. I have told 
you my own thoughts on the matter. If the plant is shut down, 
you can feel pretty sure that it was your action that caused it. 
I would not guarantee that even if the proposed adjustment was 
passed we could stay in the game. If it is passed, we will do our 
damnedest to stay in the game. If there is any one who thinks that 
this meeting might be recessed for a week, that could be done. We 
will give you a chance to think this thing over and talk with your 
constituents. If there is any closing down, it will not be done ina 
vindictive way; it will be done only when the company is forced 
to close down, 

Craic (E): I cannot understand how we can work under this proposal 
and pay the price we have to pay for shoes. 

LaMson (M): Suppose you do not work at all; then what would you 
do? When things were going up, every time you got a 10% raise, 
you told us that the retailer soaked you 20% more. Now when 
things are going down, retailers are going to drop their prices, too. 

Craic (E): I have worked in the steel industry 20 years. When I 
started working, wages were not very high, but we could live 
because everything was cheap. 

Krncspury (M): Were you given the consideration then that you are 
given now? 

Cratc (E): No, the company just said there would be a cut, and that 
was all there was to it. 

Krncspury (M): Yes, they just announced a cut—put up a notice— 
saying the cut would be so much. 

Lamson (M): We know that some of the independents have been pay- 
ing 30 cents an hour since the first of the month, and now the 
Steel Corporation is going on to that basis. Even with this pro- 
posed cut, we will still be paying better than that. It seems to 
me that the company is standing its share of the bad weather. 

KrincsBuRY (M): They have been paying 30 cents an hour in the 
Pittsburgh district, and some of the eastern companies have gone 
to 25 cents an hour. 

CHAIRMAN: Do you want to take another ballot? 


MarTISON (E): I make a motion that we take another ballot. 


The motion was seconded and carried. 
The second ballot stood: 13 management representatives in 


favor, none opposed; 9g employee representatives in favor, 4 
opposed. 


CHAIRMAN: T he chair will declare a motion carried to the effect that 
a wage adjustment will be imposed carrying a reduction, effective 


Monday of next week, of 30.5% for turn men, and 26.2% for 
ro-hour men, 
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Kincssury (M): I think this action puts it up to us of the manage- 
ment to do our damnedest to keep in the game. We have got to do 
a lot of things beside talk about wage reduction. We are trying 
to effect economies all along the line, and we will welcome any 
suggestions from you fellows as to how to get costs down. We 
want to put our sales department in just as advantageous a posi- 
tion as possible. It takes a mighty stiff backbone for you men to 
do this, but I believe that you have done the best thing for your 
constituents. 

Morton (E): There will be a lot of things said about us that would 
not look good in print. 

Kincspury (M): That may be true enough, but that is when a man 
is put to the test, and he should have the stamina to stand it. If 
he simply follows popular sentiment, very often he will not be 
doing the best thing for those he represents. I believe that most of 
the men will realize that you have done the best thing for them. 
Of course, it is pretty hard to make an absolute demonstration of 
that. I suppose that they would realize it quicker if they were out 
of a job for several months. Then they would be giving you just 
as much hell for taking action that would turn this proposition 
down. The man who represents people is more or less between the 
devil and the deep sea; he has got to be a man of backbone, con- 
sidering all sides, but sticking to the road he believes to be right. 
We certainly appreciate your cooperation, and hope that you will 
do your best to get your constituents to see things as you see 
them, so that they may go at their work with enthusiasm and 
efficiency, for it is going to take that to put us in a proper com- 
petitive position and keep the wheels turning. 


A motion to adjourn the meeting then was carried. 


CoMMENTARY: This company found itself in a dilemma because two 
established customs came into conflict under exceptional circumstances. 
The company’s custom of changing wages in accordance with revisions 
elsewhere was interfered with because of its custom of not modifying 
wages more frequently than semiannually. 

Consistently with its program of employee representation, the com- 
pany did not impose a wage change in the interest of economy and an 
improved competitive position, but laid the situation before the em- 
ployee representatives and suggested that a proposal was in order to 
modify the six months’ rule concerning wage adjustments. The company 
found the employee representatives willing to discuss the need for, and 
the probable amount of, a wage adjustment in August, despite the fact 
that a wage adjustment had been made in May. 

In presenting its case, the company stressed the condition of the iron 
and steel market, and the wage reductions being imposed elsewhere. 
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The officials urged employee representatives to accede to a second re- 
duction in order to afford their constituents employment, rather than 
to insist upon the six months’ rule concerning wage adjustments, an 
action that might compel the company to shut down the plant. Indepen- 
dent producers of iron and steel already had ordered reductions of 
greater proportion than the 20% cut the company had imposed in May. 
Notwithstanding that fact, the prevailing spirit of the negotiations was 
to arrive at an agreement by reference to conditions elsewhere in the 
labor market and in the iron and steel trade. 

The negotiations were concerned with percentage decreases rather 
than with the absolute figures paid per hour. That was necessary be- 
cause this company was operating on an 8-hour basis, while the pre- 
vailing workday for “turn” men was 12 hours in length. The case does 

“hot state the wages per hour paid by the Alden Steel Company. Two 
other firms which were operating on the 8-hour basis at that time had 
in effect rates which divided with the men the wage loss resulting from 
the reduced hours per shift. In other words, turn employees in those 
companies received for 8 hours’ work ro hours’ pay at prevailing rates. 
If the same adjustment had been made by the Alden Steel Company, 
its turn employees would have been receiving 25% per hour more than 
the wages paid by competitors in the same district. 

An individual company having employee representation obligates it- 
self to pay at least going rates. Both parties waive the right to force 
adjustments by direct mass pressure. Any advantages possible by such 
action are given up in the interest of industrial peace. Companies that 
negotiate wages in shop councils usually do not test wage rates aggres- 
sively, but base their rates upon those established by other employers 
who do test labor prices actively. This does not mean that rates no 
higher than market levels are paid by companies having in effect plans 
of employee representation. A number of those companies are known 
to pay rates somewhat higher than market levels in recognition of the 
superior labor efficiency that they receive as a result of satisfactory in- 
dustrial relations. 

The Alden Steel Company did not refer specifically to the effect of 
the proposed wage revision upon its costs. The officials did not go into 
cost figures, and their silence was justified because of the publicity 
given happenings in the works council. One official mentioned that the 
company was obtaining exceptional efficiency from its employees, so 
that the higher wages which it paid per hour as compared with wages 
paid by its competitors did not increase its labor costs in proportion. 

Management representatives, in the conduct of negotiations with 
employee representatives, should furnish information in support of 
their contentions; they should permit employee representatives an 
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adequate time to discuss the questions with constituents. Arbitrariness 
and exertion of pressure are out of order under that form of industrial 
relationship. The Alden Steel Company demonstrated remarkable fore- 
sight in bringing up the question of a second wage cut before its im- 
position was necessary. 

The company’s case turned upon the reductions of wage rates else- 
where, known to its employees. Usually a more systematic survey of 
wage conditions is desirable as a foundation for a suggested wage revi- 
sion; the circumstances of controlling importance in this case, how- 
ever, seemed to be the action of a few large competitors. 

One official stated that the company was suffering because its prod- 
ucts were sold to producers. He might have gone further and explained 
the significance of that fact. The reference to a probable reduction in 
living costs was not well supported. The management could have pre- 
sented summary figures as well as one or two illustrations to explain 
the burdens which the sales department was carrying at the time. Had 
the company placed more evidence before the employee representatives, 
their ability to talk over the question of a wage reduction with con- 
stituents would have been improved. 

Although the case of the employees was poorly presented, the ques- 
tioning of several men among their number displayed marked ability. 
The employees asked a critical question when they inquired concerning 
the probable effect of an additional wage reduction upon the company’s 
sales. That questioning caused the management to shift its ground 
from the probable effect of the proposed wage reduction upon sales to 
the wage reductions imposed elsewhere. 

Several statements in the course of discussion upon this proposed 
wage adjustment bore directly upon the duties and conduct of em- 
ployee representatives. The official here named Kingsbury stated that 
the employee representatives should explain the need for a proposed 
downward wage adjustment to their constituents before voting upon 
that proposal. He also said that a revision of that kind should not be 
imposed in haste. Elsewhere, he stressed the responsibility that repre- 
sentatives must assume in view of the fact that they possess greater 
knowledge of operating problems than do their fellow workers. 

It is the commentator’s belief that employee representatives should 
not be expected to act independently of the sentiment that they believe 
prevails among the employees upon a pending issue. The duty of a 
representative is to lead his constituents, but he cannot lead them if 
he openly supports settlements that are not approved by a majority in 
his district. To obtain that approval, the representative may have to 
spend some time in discussing the issue with his constituents. By 
insisting upon an early, drastic adjustment, officials may prejudice 
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employees against the representative system. The company cannot 
expect active aid from employee representatives to convince employees 
of the necessity of a wage cut; that action would attract suspicion. The 
company can expect employee representatives to reflect the prevailing 
sentiment of their sections and to express their own opinions regarding 
the reasonableness of a downward wage adjustment. 

The employee representatives’ views of their duties in negotiating 
wage adjustments indicated no desire to act independently of the pre- 
vailing sentiment among the employees. The case reveals the difficulty 
that representatives have in obtaining opinions from many constituents. 
That difficulty probably is due to lack of knowledge and to unwilling- 
ness to express views that might be quoted among one’s fellow workers 
and subject the speaker to criticism or abuse. It is evident from this 
case that the position of employee representative has unattractive fea- 
tures at times. 

The final point of the case that has general significance is the issue 
presented by the employees’ petition asking that foremen’s wages and 
working hours be reduced. The management, had it granted that re- 
quest, would have established a precedent wherein employees, through 
their representatives, had made recommendations regarding the wages 
and working conditions of supervisors. These matters, in all plans of 
employee representation known to the writer, are reserved as the exclu- 
sive prerogatives of the management. The theory of employee repre- 
sentation is that employees have a recognized right to voice opinions 
concerning regulations directly affecting them, but that they do not 
possess executive authority jointly with the company’s officials. 


October, 1925 J. W. R. 


Hupson TELEPHONE CoMpPANy!? 


Accwent PREVENTION—I/nsignia Awarded for Avoidance of Accidents. A 
telephone company awarded insignia to be attached to those of its auto- 
mobiles and trucks which were not involved in accidents during a 
calendar year. After two years’ experience with the plan, chauffeurs 
had become clearly interested in the scheme and offered suggestions for 
its improvement. The company had to decide upon the acceptance of 
the suggestions. 


In August, 1921, a plan was suggested for adoption by the 
Hudson Telephone Company by which the company would award 
insignia to be attached to company-owned automobiles which 
were not involved in any accidents during a calendar year. 

The insigne suggested was a metal disk bearing the name of the 
company, the words “Stop accidents,” and the statement “This 
car had none.” Year plates were to be added below the insigne, 
one for each year which passed without an operating accident to 
the particular car. The insigne and year plates were to be at- 
tached in a prominent place on the body of the automobile. A 
statement of the plan for the award of the insigne and for its 
withdrawal, as proposed to the employees, follows: 


Conditions under which insignia and year plates are awarded 

After one full calendar year’s driving without an operating accident 
of any kind, two insignia, with the small year plates directly below, 
are attached to the car, one set on each side. If, after the award of 
one set of insignia and year plates, the same car is, in the ensuing year, 
again driven without an accident, a second set of plates is added. 

The insignia and year plates are awarded to the car rather than to 
the driver so that a change of drivers does not affect the award. 


What constitutes an accident in determining award 

In general, any operating automobile accident in which the car is 
involved and for which a report is required in accordance with the 
routines of the company makes the car ineligible for award for that 
particular year. If the car already carried insignia and year plates for 
the previous year or years, any such accident is cause for immediate 
removal. 

It is the thought to eliminate as far as reasonably possible any 
attempt to decide responsibilities in connection with these awards, but 
rather simply to base the awards on the complete avoidance of all acci- 
dents. This principle is recommended because, in the majority of auto- 
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mobile accidents, it is impossible to fix the entire responsibility on one 
person without an exhaustive study of the case. Certain infrequent 
exceptions to this general principle may be found advisable from time 
to time. The following examples are given as indicative of the types 
of accidents which it may be advisable to omit from consideration in 
deciding upon an award: 

a) Minor personal injury received by an employee while repairing 
the car. 

b) Damage or personal injury caused by a second car running into 
the company car being considered for award while the company car 
was properly parked. In this case, the evidence at hand should sup- 
port the claim beyond reasonable doubt that the car was properly 
parked. 


c) Accidents caused by auxiliary machinery, such as winches or 
derricks, on the vehicle. 
Awards on a calendar-year basis 

The awards are made on a calendar-year basis, that is, the car must 
be driven throughout the entire calendar year without an accident to 
be eligible for the award. 
Continuity of “no accident” record 

If a car has a perfect “no accident” record for 1922, is involved in 
an accident in 1923, and had a clear record again in 1924, the insignia 
and but one set of year plates, those for 1924, would be awarded in 
January, 1925. The “no accident” record must be continuous in order 
to retain previous year plates. 
Car replacements 


When a car carrying the insignia and year plates is replaced by a 
new car, to be used on similar work and possibly driven by the same 
men or group of men, the insignia and year plates are transferred to 
the new car. 


With the cooperation of the employees, the plan as proposed 
was put into effect on January 1, 1923, but records were available 
so that awards of year plates could be made for 1922. The award- 
ing of the insignia to the cars rather than to the drivers had the 
effect of stimulating teamwork among the group of drivers of a 
car, in that all were striving to obtain and retain an award for 
that car. 

The results obtained from the plan showed the interest that was 
taken in it by the employees. For the year 1922, 69.3% of the 
Hudson Telephone Company’s cars were awarded insignia; this 
percentage rose, despite a 13% increase in the total number of 
cars driven, to 69.5 for the year 1923. The cars carrying year 
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plates for both years constituted 54.1% of the total number. 

Suggestions as to modifications in the details of the plan were 
developed on the basis of the company’s experience with the plan. 

It was suggested that no accident which a car had while being 
operated by a substitute driver should disqualify the car for the 
award. The employees cooperating in the plan in 88% of the 
company’s divisions proposed that this change in the original 
plan should be effected by having the award made to the driver 
rather than to the car, or to the car with a supplementary award 
to the driver. 

It also was suggested that the plan be modified to permit drivers 
of machines having awards to transfer those awards to cars with- 
out insignia when the drivers were transferred to such cars. With 
the exception of car replacements, such transfers were not per- 
mitted under the original plan. 

Some drivers suggested that the award should be made on the 
basis of 12 consecutive months, rather than on the basis of a 
calendar year, especially since the insignia were removed at the 
time of accident rather than at the end of the calendar year in 
which the accident occurred. 

It was suggested frequently that the definition of what con- 
stituted an accident sufficient to disqualify an automobile for the 
award should be modified. It was proposed that the accidents 
summarized in the following groups, in addition to those listed 
in the original plan, should not constitute cause for removal 
of the insignia. 


1. Accidents in which the other party admitted liability and 
paid the cost of repairing damage to the telephone company’s 
car; 

2. Accidents in which the other party made no claim for dam- 
ages sustained and where the telephone company had sustained 
no damage for which to demand compensation; 

3. Accidents in which an individual not in the company’s em- 
ploy sustained personal injury but for which that individual was 
solely liable, this liability being determined by the fact that the 
telephone company made no payment in consequence of the in- 
juries sustained. 


Executives of the Hudson Telephone Company were of the 
opinion that the slightly increased percentage of cars awarded 
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insignia in 1923 as compared with 1922, in the face of increasingly 
adverse traffic conditions, demonstrated the benefit of the plan, 
and that the plan had assisted the management and employees in 
their efforts to prevent accidents. The executives also believed 
that the plan had improved the company’s public relations. High- 
way commissioners had recommended that the plan of the Hudson 
Telephone Company be adopted by other companies operating 
large fleets of automobiles. The Hudson Telephone Company 
and its employees both showed continued interest in improving 
the plan. 


CoMMENTARY: The fact that the employees to whom this plan ap- 
plied made suggestions for its improvement indicated the employees’ 
interest in the plan and evidenced its effectiveness. 

The plan deserves commendation because of its favorable effect on 
the general movement to minimize motor-vehicle accidents. It tended 
to improve the morale of the employees of the Hudson Telephone Com- 
pany because it enabled them to show to others the quality and re- 
sponsibility of their service. Through the plan the Hudson Telephone 
Company received favorable public notice. 

The principal suggestion made by the employees regarding the plan 
—namely, that the award be made to the driver rather than to the 
car—seems to have been well founded. A plan on the basis suggested 
could have been worked out readily. 

There also appears to have been merit in the suggestion made by the 
employees that the plan be modified in respect of the provision whereby 
the employee’s “no accident” record for past years was to be lost when 
an operating accident occurred. When an employee who had had an 
operating accident was again eligible to display insignia, the insignia 
or year plates displayed could show all the calendar years in which 
the employee had had a “no accident” record. 

The suggestion affecting the calendar year basis of award had some 
apparent disadvantages. The general public naturally would assume 
that the year plates referred to calendar years and therefore any other 
basis would be misleading. The administration of the plan would have 
been considerably complicated if the calendar-year basis of award had 
been changed. Under the plan as drawn, drivers endeavored to win 
insignia during the same periods of time. Employees in each geographic 
division, therefore, operated under approximately the same weather 
conditions. These, of course, had an important effect on driving con- 
ditions. 


October, 1926 J. W. R. 


WaALWorRTH RAILROAD! 


Rartroap Operation—Freight-Train Efficiency Improved. In an effort to 
increase its operating efficiency and to justify certain capital expendi- 
tures for additional facilities, the management of the Walworth Railroad 
decided to concentrate its attention upon “gross ton miles per freight- 
train hour.” A campaign of education of minor officials and employees 
had the effect of increasing that unit from about 9,000 to about 13,000 
and thereby of decreasing unit costs as well as increasing traffic carrying 
capacity. A part of the improvement was attributable to better facili- 
ties and new locomotives, but at least one-half of the gain was believed 
to be the result of successfully enlisting the interest of the men in the 
statistics of train operation. 


(1923-1925) 


The Walworth Railroad, an eastern carrier approximately 500 
miles in length, served a somewhat sparsely settled agricultural 
community, and its freight traffic consisted principally of com- 
modities which moved from mid-western points to the Atlantic 
seaboard. Its passenger service was relatively unimportant. The 
greater part of the freight traffic was overhead, for which the 
Walworth Railroad acted as a bridge carrier. 

For a long series of years the Walworth Railroad had finan- 
cial difficulties. Several years previous to 1924 it had passed 
through a receivership and reorganization. The reorganization 
was not entirely successful from the viewpoint of adjusting securi- 
ties to correspond with net earning power, and the company since 
then had failed to earn dividends. 

Prior to 1922 the greater part of the capital stock and a sub- 
stantial part of the bonds had been held by the Granada Railroad. 
Although operated independently, the Walworth Railroad was 
generally regarded as an affiliated part of the Granada Railroad 
system. The Granada Railroad, through overexpansion, had in- 
jured its credit, and it had so much difficulty in maintaining its 
own solvency that it gave little attention to the needs of the Wal- 
worth Railroad. As a consequence, the Walworth Railroad was 
unable to finance needed improvements. Its trackage in ter- 
minals and sidings, its engine-house facilities, and its rolling 
stock were inadequate both quantitatively and qualitatively. 
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The Granada Railroad’s financial troubles came to a head about 
1922 and the control of the company passed to the Caledonia 
Railroad system, a company with larger financial resources, Fol- 
lowing the change the policy of the consolidated company toward 
the Walworth Railroad was one of helpfulness. The officials of 
the Caledonia Railroad recognized certain possibilities in the 
development and greater use of the Walworth Railroad and, 
after a careful investigation had been made, offered to advance 
the necessary funds for deferred improvements. A five-year pro- 
gram, in which approximately $12,000,000 would be expended 
for additional sidings, additional tracks in yards and interchange 
points, strengthening of bridges, enlargement and rebuilding of 
engine houses, new and more powerful locomotives, and new 
cars, was undertaken, and the necessary funds were made avail- 
able to the Walworth Railroad. 

The first part of the appropriation was spent in 1923, and a 
few of the urgently needed items in the program of betterments 
were completed. The five-year program was supported by a 
study and forecast in which a definite promise of substantial 
operating economies was given by the Walworth Railroad man- 
agement. These economies could not be realized in their entirety 
until the full program of improvements had been completed, but 
the management of the Walworth Railroad was anxious to show 
favorable results from the initial expenditure of 1923. Since 
these expenditures had been mainly for additional sidings, re- 
arrangement of yard tracks, new locomotives, and engine-house 
improvements, an effort was made to bring about substantial 
economies in train service costs. 

The management took pains to acquaint the employees as a 
whole, and particularly those in train, yard, station, and engine- 
house services, with the object of the program, and set out to 
enlist their interest and cooperation. In order to focus attention 
upon one specific item, the management decided to stress the 
statistical unit “gross ton miles per train hour,” to educate the 
employees to its significance, and, by increasing that unit, reduce 
operating costs, increase traffic carrying capacity, and give better 
transportation service. 

The unit “gross ton miles per train hour” is the resultant of 
the train load and the train speed. Ordinarily, the major em- 
phasis is placed upon the train load and relatively little attention 
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is given to the train speed. Train costs correspond more closely 
with train hours than with train miles. Fuel consumption is more © 
a function of time than a function of distance. Train wages in 
freight service, although stated in rates per mile, are in nearly 
every case virtually on an hourly basis, as the guaranteed minima 
in miles per hour are usually greater than the actual miles. The 
further factor of punitive rates for overtime hours has an 
important bearing. 

It is obvious that a 2,o00-ton train which moves 100 miles in 
10 hours produces exactly the same number of ton miles as a 
train of the same weight which is run the same distance in 7 
hours. The gross revenue would be the same in each case, but 
the cost in the first case would be based upon 10 train hours and 
in the second case upon 7 train hours, and the cost per ton mile 
in the second case would be substantially lower. Besides, there 
would be a theoretical saving of 3 hours in which the tracks 
could be used by other trains, a factor which has an important 
bearing when the traffic of a road has nearly reached the point 
of saturation. 

After deciding to enter upon a campaign for increasing the 
gross ton miles per train hour, the management’s first move was 
quietly to post a chart in each engine house, yard office, im- 
portant station, and all operating department offices, a chart 
showing graphically the total gross ton miles and the gross ton 
miles per train hour by weeks during the year 1923 with the 
corresponding curve carrying the same information for the first 
month in 1924. After these charts had been posted several weeks, 
and had aroused some curiosity on the part of employees, the 
general manager, under date of February 14, 1924, issued a cir- 
cular which called attention to the charts, explained what was 
meant by the statistical unit, and described how the basic data 
were computed. Then he added, “The efficiency of all railroads 
is being checked on their performance in gross ton miles per 
train hours and it is to the interest of the employees as well as 
the management that the Walworth Railroad make a very good 
showing. It is trusted that the men will watch these statements 
showing the improvements they are making week by week, and 
will do everything in their power to eliminate unnecessary delays 
on the line so as to increase the gross ton miles per train hour.” 

On March 4, 1924, the general manager issued a bulletin giv- 
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ing the figures for the first two months of 1924: January, 
10,402; February, 10,349. In commenting on these figures he 
suggested the objective of 11,000 gross ton miles per train hour. 

On April 8, another circular was issued giving the figures for 
January, February, and March. For March the gross ton miles 
per train hour were 11,364 or 364 above the objective. The gen- 
eral manager then suggested that the objective be increased to 
12,000. On May 12, the figures for April and the first week in 
May were posted. April had dropped off somewhat in compari- 
son with March, but the performance during the first week in 
May was 11,799. 

On June 9, the complete figures for May were posted: first 
period, 11,799; second period, 11,551; third period, 12,303; 
fourth period, 11,383, an average of 11,721 for the month. 

On July 7, another circular published the results for the month 
of June, the average being 12,402, with 12,918 in the fourth 
period of the month. After extending his congratulations on this 
performance, the general manager increased the objective to 
13,000 and asked the cooperation of the men in attaining it. 

On August 11, a circular was issued showing that the average 
for the month of July was 12,182, with a maximum of 12,576 
in the first period. The figures for the month of August were 
posted on September 8. The average for the month was 12,500, 
with a maximum of 13,246 in the fourth period. 

In nearly all of these circulars the employees were urged not 
to take chances by increasing the train speed beyond the maxima 
allowed under the local operating rules. Attention also was called 
to the fact that inasmuch as the increase in the unit was result- 
ing in better service to the public, it should bring additional 
business to the railroad. 

The complete figures for September, 1924, were not available 
at the time of writing, but an estimate indicated that the average 
would be slightly less than 13,000, although an estimate for the 
first period of October gave the figures clearly above the objective. 

The result of this campaign was to bring about substantial 
reductions in the ton-mile cost of fuel, wages of engine men and’ 
train crews, and other train service items. It also had the effect 
of speeding up the movement of cars. The extent of the improve- 
ment is shown in Exhibits 1 and 2. It will be noted that the 
increase in the unit, gross ton miles per train hour, has been 
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accomplished with substantially the same volume of traffic. 

The improvement was brought about by a better train load 
and by reducing the delays in getting the trains away from 
originating terminals; by reducing the time consumed in taking 
sidings, getting train orders, and other incidents connected with 
the road trip; and by reducing the delays from the moment of 
arrival at the entrance to the final terminal until the train was 
in the yard. The management was successful in securing real 
cooperation from the men in train and engine service, the yard- 
men and the telegraph operators. The posting of the charts did 
more than arouse the curiosity of the men; they displayed a keen 
interest in the weekly additions to the curves. As the statistics 
were given in detail by operating divisions, competition arose 
between the divisions in their effort to show the greatest 
improvement. 

An indication of the relative improvement is shown by a com- 
parison of the operating results of July, 1924, with those of July, 
1923. In 1923, the Walworth Railroad, in comparison with six 
other railroads in its own territory, produced the smallest num- 
ber of gross ton miles per train hour. The Walworth Railroad’s 
average was 9,833. For the other six roads the highest was 13,329 
and the lowest 10,190. In July, 1924, the Walworth Railroad’s 
average was 12,182, a better figure than 3 out of the 6 of the 
neighboring roads whereon the average ranged from 10,244 to 
14,745. In car miles per car day the Walworth Railroad made a 
gain from 23.5 miles to 28.5 miles, whereas, on the neighboring 
roads, with but one exception, the performance in 1924 was 
less favorable than in 1923. 

That unit was based on all cars on the line, including those 
stored and unserviceable. 

In fuel efficiency, expressed in the unit “pounds of coal per 
1,000 gross ton miles,” the Walworth Railroad ranked third in 
July, 1923, and in July, 1924, it ranked first. 

During the first six months of 1924 the direct freight-train 
expenses of the Walworth were $1.392 per 1,000 gross ton miles. 
The comparable expenses for the first six months of 1923 were 
$2.039. The details are listed in Exhibit 3. 

The reduction in the cost of locomotive repairs was brought 
about in part by the use of a greater number of new locomotives 
in 1924 and by an improvement in shop morale which had been 
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EXHIBIT 3 


Direct EXPENSES OF FREIGHT-TRAIN SERVICE OF WALWORTH RatL- 
ROAD PER 1,000 Gross ToN MILEs, IN First SIx 
MONTHS OF 1923 AND 1924 


JANUARY 1 TO JUNE 30 


Item 
1924 1923 

Locomotive repairser macnn sh cen een $0.324 
eRralnieneineme hammer nen et aen eee ; 312 
Fuel for train locomotives .817 
Other locomotive supplies .020 
Engine-house expenses................:000-- ; 143 
PLIainMeEn ss. Vee eee ona aera ee ; “355 
Train supplies and expenses .068 

EDota Rei Ser Ree enc eee: State $2.039 








adversely affected by the shopmen’s strike in 1922-1923. The 
cost of fuel per ton mile was favorably influenced by a slight 
reduction in the price of coal per ton. It should be noted also 
that the months of January and February, 1923, were marked 
by unusually severe snow troubles. 


EXHIBIT 4 


OPERATING STATISTICS OF FREIGHT-TRAIN SERVICE OF WALWORTH 
RAILROAD IN First Stx MONTHS OF 1923 AND 1924 





JANUARY I TO JUNE 30] PrRcENTAGE oF CHANGE 








Item 
Increase Decrease 

Gross ton miles (thousands).......... 2.7 
Net ton miles (thousands)............ 2.8 
Hreighttrainimiles seen eee II. 
Freight locomotive miles............. 12.2 
Freight car miles (thousands)......... 3-4 
rciene tran bourse ee nee 22.5 
Tons of fuel consumed by freight loco- 

INO LIVES ee Ta, Ute ata mee 25-7 
Carlsen tralia. scacia). eubit ycct nian 16,2 
Gross tons per train. yas cee sen ie. 15.6 
INGE tons iper train’.)s ch.928 (kone ee: 15.6 
Net tons per loaded car...........:.. 5 
Train speed in miles per hour......... 14.9 
Gross ton miles per train hour........ 32.5 
Net ton miles per train hour.......... 32.6 
Net ton miles per car day............ 29.0 
Car miles per car day........:.3.05+: 30:5 
Coal (Ibs.) per 1,000 gross ton miles... . 26.5 
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The significant items in the statistics of freight-train service 
during the first half of the year 1924, compared with the per- 
formance during the first half of the year 1923, are shown in 
Exhibit 4. 

The management in November, 1924, was continuing its efforts 
to make further improvements in the gross ton miles per train 
hour, believing that a concentration of attention upon that 
single unit would be more effective than a diffusion of effort on 
other related units. The improvement was not attributable wholly 
to the improved facilities. The general manager’s estimate was 
that one-half of the improvement should be credited to the better 
tacilities and equipment and that the other half was the result 
of the campaign of education and the success in securing the 
interest of the men in the statistics of operation. 


INFORMATION SUBSEQUENTLY REPORTED 


In 1925 figures indicate that the campaign was effectively 
sustained during that year. By months in 1925, up to and includ- 
ing November, the two units of performance and cost were as 
shown in Exhibit 5. 

EXHIBIT 5 
Gross Ton MILEs PER TRAIN Hour AND Direct EXPENSES PER 1,000 


Gross Ton MILEs, WALWORTH RAILROAD, FIRST 
ELEVEN MONTHS OF 1925 











Gross Ton Miles Direct Expenses per 
1925 per Train Hour 1,000 Gross Ton Miles 
JADUALY Bee ele. once Ay 11,320 $1.490 
Be Druaryistente ei orsiers area iecensas 11,684 1.340 
12,642 1.232 
12,602 1.234 
13,288 1.083 
13,067 1.106 
12,673 1.155 
12,913 1,185 
13,017 1.251 
13,754 1.133 
14,225 T.195 





ern nn nnn ee LEE EE a EEESReRA! 


The unit costs for the 11 months’ period, in greater detail and 
in comparison with the same period of 1924, are shown in 
Exhibit 6. 
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EXHIBIT 6 


Direct EXPENSES OF FREIGHT-TRAIN SERVICE OF WALWORTH RaAIL- 
ROAD, PER 1,000 Gross Ton MILES IN First 11 
MONTHS OF 1924 AND 1925 


First 11 MontuHs oF 








ITEM 
1925 1924 

Locomotive repairsamae eee eee eee $0.207 $0.237 
Lrainienginemen aaron. voce ete ees eee ee 222 .222 
Fuel eae sah ceaecae law ne cate hetonnie a a ce een 380 -439 
Other locomotive supplies..................- 018 018 
Engine-house expenseS................+050+: .077 .077 
PD AINMEN Ts seas eee eae area ne tee ee -259 +270 
Train supplies and expenses...........-++---- 045 059 

EL Ot AME tra, 2 ite ne eens ene ac ceo ce SC $1.208 $1.322 


A summary of the significant units in the statistics of freight- 
train operation during the first 11 months of 1925 and 1924 
shows the relation between those units and gross ton miles per 
train hour. The figures are given in Exhibit 7. The volume of 
gross ton miles in 1925 was 3.7% greater than in 1924. The 
increase in tonnage as well as the expenditures for improvements 
had a favorable influence on the operating units and gross ton- 
mile cost, but the effect of those factors undoubtedly was sub- 
stantially augmented by the sustained interest in getting a larger 
and larger ton-mile output for every train hour. 


EXHIBIT 7 


OPERATING STATISTICS OF FREIGHT-TRAIN SERVICE OF WALWORTH 
RAILROAD IN First 11 MONTHS OF 1924 AND 1925 








i First 11 MonruHS oF PERCENTAGE OF CHANGE 
TEM 


Increase Decrease 


Cars penitrainaw acme. sare ae 
Grossitons pen trangia eer 
Net tonsipenitialnemeeer cette ee 
INetitonsiperloadedicatamnnt init 
Train speed miles per hour........... 
Gross ton miles per train hour........ 
Net ton miles per train hour.......... 
@ar miles percariday..,.... 0s: 25.5 
Coal (Ibs.) per 1,000 gross ton miles... . 


SHON Nw 
Aun Oo 


HoH 
HA ono 


8.6 





Commentary: This is an interesting case wherein the importance of 
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the time element in freight-train operation was recognized and wherein 
a well-conceived and somewhat original education program successfully 
enlisted employee cooperation in bringing about substantial increases 
in efficiency with substantial reductions in unit costs. 

The case has two fairly distinct aspects. It may be considered from 
the viewpoint of operating economics and statistical control, and it 
may be considered from the viewpoint of relations with labor. 

With respect to the first viewpoint the case points out clearly the 
basic elements in the statistics of freight-train operation, notes the 
general practice of overstressing the trainload without adequate regard 
to train speed, and indicates the significance and importance of statisti- 
cal units which combine both quantity and speed. 

Attention should be called to the possible dangers of overempha- 
sizing the train speed factor at the sacrifice of the train load factor. 
The time factor is of greatest importance where trains are loaded so 
heavily as to prevent reasonable speed. In such cases a slight reduc- 
tion in the load will permit a substantial increase in over-all average 
speed between terminals and will thus increase the average gross ton 
miles per train hour. The average time on the road, however, is influ- 
enced also by stand-by delays which bear little or no relation to load. 
By stand-by delays is meant the time spent at stations and junctions 
or on sidings waiting for orders, connections, or superior trains. A re- 
duction in the load will have practically no effect on such delays. While 
a lighter load will permit faster speed over the difficult portions of the 
run, it may not permit any speedier movement over the favorable por- 
tions where there may be no difficulty in moving the heavier train at 
the maximum speed considered safe in freight service. When the 
average train speed is increased solely by a lighter load there may be 
no net economy if the load is reduced below the critical point. By 
critical point is meant that point which marks the boundary between a 
train load reduction which reduces ton-mile cost and one which is car- 
ried so far as actually to increase ton-mile cost. When, however, with- 
out change in tonnage rating, the average train speed is increased by a 
reduction in delays at terminals, junctions, and meeting or passing 
points, the gain is all net. In this case the better performance was 
made possible, presumably, by eliminating a large part of road delay, 
rather than by decreasing the train load. Exhibit 4 shows that the 
train load was actually increased, but in the factor the use of heavier 
locomotives must have had the greater influence. 

It is to be noted that the reductions in unit costs are not to be 
attributed wholly to the increase in gross ton miles per train hour. 
Credit is to be accorded also to improvements in facilities and equip- 
ment. Without a more definite basis for allocation we are obliged to 
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accept the general manager’s estimate that one-half of the saving was 
due to physical improvements and that one-half was due to the greater 
interest taken by employees in ton miles per train hour. This is a good 
illustration of the difficulty in determining with exactness just what 
part of total savings may be credited to a single factor in a complex 
situation where changes have occurred in several factors. 

The most interesting aspect of this case lies in the willing coopera- 
tion of employees to bring about economies which adversely affected 
them collectively in reducing the gross amount of wages paid and the 
number of employees or the average wages per employee. Exhibit 3 
shows that wages of enginemen and trainmen per 1,000 gross ton miles 
were reduced about 25%. With an increase of but 2.7% in gross ton 
miles the total wages must have been substantially less in the second 
period. Ordinarily the organized employees as a body are disinclined 
to support methods which reduce the number of jobs or the earnings 
per employee. In this case it appears that friendly relations growing 
out of mutual confidence between management and men were such that 
the employees loyally cooperated with the general manager in his effort 
to increase efficiency and to justify the capital expenditures financed 
by the controlling company. The text of the case does not mention this 
factor nor state how it was dealt with by the general manager in keep- 
ing the train hour performance before the men. It may be noted that 
the several circulars on the subject were silent as to the effects upon 
unit costs. 

One difficulty about a drive of this kind upon a specific item of per- 
formance is that it is harder to maintain a keen employee interest once 
it has been aroused than to arouse it when the campaign is started. 
The maintenance of the 13,000 standard, or a further gain, will depend 
largely upon a continuation of employee cooperation. 


October, 1925 W. J.C. 


BEECHER SAw Company! 
MANUFACTURER—SAWS AND FILES 


EMPLOYEE STOCK OWNERSHIP—Common Stock of Close Corporation Sold 
Only to Selected Executives. A closely owned corporation manufac- 
turing saws, knives, and files considered offering its common stock for 
sale to its employees. One family controlled the ownership and man- 
agement of the company. The stock was unlisted and rarely changed 
hands. Some shares had been sold to selected major executives. The 
company paid full market rates of wages to its employees, shared its 
profits with chief executives, and gave annual cash bonuses to capable 
junior executives. In the belief that the stock was not a suitable invest- 
ment for its employees in general, and that sale of stock might impair 
effective control of the company, the company decided against offering 
its shares to any but selected major executives. 


(1924) 

In 1924 the general executives of the Beecher Saw Company 
discussed the desirability of revising their policy regarding the 
sale of company stock to selected managerial employees. 

The Beecher Saw Company manufactured saws, machine 
knives, and files. It owned two plants on the Atlantic seaboard, 
one in the Middle West, and one in Canada. The company’s 
organization included approximately 2,000 persons. Sales 
branches were located in most large cities of the United States, 
and branch warehouses had been established at several important 
points. The company advertised its products nationally. 

The Beecher Saw Company was one of three strongly compet- 
ing manufacturers of high-grade saws in the United States. All 
these companies had been in existence for many years. The 
Beecher Saw Company had been founded by Daniel Beecher 
prior to the Civil War. From 1900 to 1924 the company had 
succeeded in increasing gradually its proportion of the total sales 
of high-grade saws in the United States. Particularly during the 
last years of this period, competition in the industry had been 
active. In those years, the company’s sales had ranged from 
$8,000,000 to $12,000,000 annually. There were pronounced 
seasonal and cyclical variations in sales volume. 

No-par common stock and a small issue of bonds constituted 





1 Fictitious name. 


291 


292 HARVARD BUSINESS REPORTS 


the company’s securities. The bonded debt was less than 
$1,000,000. In 1924, 20% of the stock was held by 65 individuals 
who either were or had been active in the management of the 
company. The remaining 80% was held by four chief executives 
who were members of the Beecher family. That family always 
had retained control of the company. 

The common stock of the Beecher Saw Company was not 
listed on any exchange, nor was it traded in over the counter. 
The stock seldom changed hands. The chief owners always were 
ready to bid for any of the stock offered for sale. Few holders 
of small lots wished to sell their stock to these chief holders, 
however, and some of the small stockholders had continued to 
hold the stock after they became inactive in the business. The 
chief owners wished to regain ownership of such shares or, at 
least, to have them held by persons associated with the company. 

As managers, the chief owners of the business had reinvested 
most of the company’s net earnings in the enterprise. Annual 
dividends on the company’s stock had not averaged more than 
4%% on the estimated prices of the shares. The company did 
not furnish its minority stockholders with figures of net earnings 
except on demand. One competitor of the Beecher Saw Com- 
pany also was a closely owned corporation. So far as the Beecher 
Saw Company knew, that competitor had not published a finan- 
cial statement or borrowed funds for many years. 

The chief stockholders, for some years prior to 1924, occa- 
sionally had offered to sell stock to selected officials in the com- 
pany’s employ, thinking that, by virtue of such stock owner- 
ship, those officials would exercise greater initiative and energy 
in the company’s affairs. The men to whom offerings were made 
were chosen because they were judged to be exceptionally able. 
Almost without exception those men had been receiving annual 
salaries of more than $5,000 when they first were offered stock. 
A few managerial employees to whom the stock was offered had 
refused to purchase it because of the low dividend rate and the 
fact that the stock was not listed on any exchange. On the other 
hand, there were at all times executives in the organization who 
wished to buy company stock but to whom the four large owners 
did not wish to sell. 

A few salaried employees of the Beecher Saw Company had 
invested their surplus earnings in other enterprises. Subse- 
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quently they had lost some of their interest in the company and 
had not devoted their best efforts to its affairs. The owners of 
the company did not object to the purchase of securities of other 
companies by executives who were not permitted to buy Beecher 
stock. They did object, however, to those executives’ taking an 
interest in outside investments to the detriment of their usual 
duties. 

No executive was allowed to purchase Beecher stock on an 
installment basis. The chief stockholders, however, had assisted 
certain managerial employees to borrow from local banks funds 
with which to purchase Beecher stock. The assistance consisted 
in furnishing references as to the characters of the borrowers 
and in explaining their positions with the Beecher Saw Company. 

At first, in order that the stock issued to officials should not 
pass into the hands of persons inactive in the business, a verbal 
agreement was made that the purchaser would resell to the chief 
owners upon his retirement or resignation. Later, purchase op- 
tions were executed, under which the chief owners had the first 
opportunity to buy at a stipulated price the stock of an executive 
upon his resignation, superannuation, or death. 

The wage earners in the company’s employ were paid on an 
hourly basis. Foremen and a majority of office employees were 
paid on a monthly basis. The wage rates paid by the company 
were at least as high as the market rates in the vicinity of the 
respective plants. In regard to wages, hours, and working con- 
ditions, the company endeavored to have its plants known as 
among the best in the several communities in which they were 
located. Moreover, the company endeavored to maintain regu- 
larity of work in all its plants in spite of seasonal and cyclical 
fluctuations. Each plant usually had a waiting list of persons 
seeking employment. 

The company paid its branch sales managers, heads of im- 
portant departments, and other managerial employees of similar 
standing relatively small salaries. In addition to their salaries, 
however, it paid them shares in the profits of their own depart- 
ments or branches, if the net earnings of those departments or 
branches could be segregated; or, where segregation of profits 
was impossible, it paid them shares in the profits of the com- 
pany as a whole. 

Junior executives who in any year did meritorious work were 
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given cash bonuses at the discretion of the management. These 
bonuses ranged from $1,000 to $5,000 each. Employees in this 
class included heads of minor departments, assistant managers, 
and chiefs of office divisions. 

The only bonuses paid to wage earners were those given for 
constructive suggestions. The total annual expenditures for that 
purpose seldom exceeded $5,000. Individual awards ranged from 
$50 to $200, the particular award depending upon the merits of 
the particular suggestion. 

In 1924 one official of the company suggested that a block of 
stock be set aside and offered to the employees at large at a fair 
value upon an installment purchase plan. He stated that there 
was at the time widespread interest in stock ownership by em- 
ployees, and he asserted that to have a large number of stock- 
holders would prove beneficial to the company. The chief owners 
after considering that suggestion decided to continue to offer 
stock only to selected managerial employees. In view of the 
risks of the business, the chief owners did not regard Beecher 
stock as a suitable investment for wage earners; moreover, they 
wished the affairs of the company to remain confidential. Finally, 
they feared that an increase in the number of holders of small 
lots of stock would be followed by pressure from those stock- 
holders for an increased dividend rate; the policy of reinvesting 
in the business most of the net earnings then might have to be 
modified. 


ComMENTARY: Employers’ plans of distributing stock or other com- 
pany securities among employees ordinarily have the following pur- 
poses: to stimulate the employees to devote more thought to the 
business; to promote thrift among employees and to aid them in build- 
ing up reserves against unemployment and superannuation; to har- 
monize the economic interests of employees and investors; and to give 
some measure of control to persons actively engaged in the business as 
contrasted with absentee investors. 

In this case it appears that the extra compensation plans in effect 
had excellent incentive features; labor relations were satisfactory; the 
company was endeavoring to reduce unemployment directly; and no 
real problem of absentee ownership had arisen. So far as can be judged 
from the information in the case, the advantages, at the time, of a 
wider distribution of the company’s stock among the employees would 
not have been large. The extra incentive plans already in effect were 
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well suited to the particular circumstances of the company. Obviously, 
the chief owners desired to maintain the enterprise as a close corpora- 
tion. 

The administrative control of the company was highly centralized, 
as it had been for many years. This form of control had demonstrated 
its effectiveness. The advantage of change was doubtful so long as the 
men in control remained active in the enterprise. 

The principal managerial employees shared either in the profits of 
their departments or branches or of the business as a whole. A plan 
to pay a branch sales manager a percentage of the profits on the sales 
of his branch cannot have the harmful effect upon executives’ relations 
that might result from a bonus to production department managers, 
calculated upon performance in their respective departments. In the 
former case, the bonus does not work hardship on any part of the 
organization, whereas a production department manager in his en- 
deavors to cut costs or to increase production might cause difficulties 
in other branches of the factory organization. Specific production- 
department bonuses are not suited to manufacturing industries in which 
materials pass successively through a number of fabricating departments 
whose operations overlap to some extent. In such industries cooperation 
between departments is necessary to maintain economical and high-grade 
production. For this reason, supervisory bonuses in the manufacturing 
divisions of some organizations are calculated upon plant performance 
rather than upon departmental performance. 

The extra remuneration paid by the Beecher Saw Company to its 
major executives apparently was sufficient to insure their interest in 
the company. The men to whom the payments were made could be 
expected to understand the complex forces which influenced the com- 
pany’s profits, and, consequently, the amount of their extra remuner- 
ation. 

The liberal cash bonuses paid to junior executives for personal 
achievement also seem to have been effective in stimulating interest. 
The Beecher Saw Company’s cash bonus scheme for junior executives 
must have caused the higher officials to watch with care the perform- 
ance of younger men of ability in the organization. 

Although the stock paid a low current return in proportion to earn- 
ings, and was to that extent presumably a sound investment, distribu- 
tion of the stock of this company among the rank and file of employees 
as a form of investment to be purchased on an installment plan would 
have been undesirable from the employees’ viewpoint.? The company’s 
business was subject to marked seasonal and cyclical fluctuations. The 
stock was not listed and there was no broad market for the shares. If 





2See also Thrasher Cotton Mills, 1 H.B.R. 203; commentary, 2 H.B.R. 451. 
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employees wished or needed to sell the stock, buying offers would come 
almost wholly from the chief stockholders, who were certain to be 
better informed regarding the company than any holders of small lots 
could be. Under those circumstances, employee owners might allege 
manipulation by the chief owners, notwithstanding its entire absence. 

Sale of stock to junior executives might have promoted a more 
enduring interest in the Beecher Saw Company’s business on their part 
than did the distribution of cash bonuses. This would have been true 
if the stock had been sold subject to a purchase option held by the 
chief owners. With such an option, junior executives would have been 
able to realize upon the capital value of the stock or to hypothecate it 
only with the knowledge of the heads of the business. Then, only the 
income from the stock probably would have been spent, and thus, in 
time, the stock accumulated would have become a personal reserve 
against unemployment, salary reduction, or superannuation. On the 
other hand, some junior executives would have resented the restraint 
imposed upon their ownership of the stock by the purchase option. In 
criticisms of cash bonuses, the form of extra incentive offered to junior 
executives by the Beecher Saw Company, it has been stated that they 
usually are spent and sometimes anticipated in expenditures and that 
they do not add to personal reserves. This generalization has numerous 
exceptions, and probably is less applicable to persons in executive ranks 
than to wage earners. 


* July, 1926 Waiswar! 


SIMPLEX WIRE AND CABLE COMPANY 
MANUFACTURER—WIRE AND CABLE 


Prorit SHARING—Adoption of Plan for Sharing Profits with Employees. 
In 1901 a wire and cable manufacturing company decided to adopt a 
plan, renewable annually at the company’s volition, for sharing a portion 
of its yearly net profits with employees. The purposes of the plan 
were: to induce employees to prevent waste; to cause them to take a 
more active interest in the company; and to influence desirable employees 
to remain with the company. 


(1901-1926) 


In 1926 the Simplex Wire and Cable Company, manufacturer 
in Cambridge, Massachusetts, made the twenty-fifth consecutive 
annual payment to employees under its profit-sharing plan. The 
company shortly thereafter reviewed its experience with, and ap- 
praised the merits of, the profit-sharing experiment. 

The plan had been established primarily to enlist the interest 
of the workmen in the company’s business. A minor aim had 
been to induce employees to remain in the company’s organiza- 
tion. Because the plan was an experiment, with the possibility 
that its results might prove unsatisfactory or its provisions un- 
suited to the aims that the company had in mind, the directors 
had decided to reconsider the plan at the close of each year. 

In the 25 years that the plan had been in effect, no important 
changes had been made in the chief provisions dealing with profit 
sharing. Supplementary benefits were added to the plan; its ap- 
plication was extended from the factory force to practically all 
employees; and additional rules were drawn to govern its opera- 
tion as particular problems presented themselves. 

Adoption of the plan first was announced at the beginning of 
1901 by the president of the company at a mass meeting of the 
factory employees. The chief purpose of the plan was mentioned, 
and the speaker stated that the company was confident that the 
workmen, by exercising greater care and initiative, would earn 
the profits they were to receive under the arrangement. The 
president announced that the profit sharers were to receive a fixed 
percentage of the company’s net profits, so that the amounts of 
their shares would vary directly with the company’s profits. The 
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percentage that had been decided upon was not announced since 
the company was a private corporation and the directors were 
unwilling to make public any statement from which the amount 
of its profits could be determined. In order to give the work- 
men some idea of their probable shares under the plan, however, 
the president stated that the percentage, as fixed, justified the 
expectation that profit shares for 1901 would be at least 5% 
of profit sharers’ wages for that year, provided the company’s 
profits in that year were as large as those of the year preceding. 
The company paid its employees the rates of wages that were 
current in its locality. 

Although the employees seemed to be pleased with the an- 
nouncement and to believe that some advantage would come to 
them as a result of the profit-sharing plan, it was apparent that 
they viewed that advantage as far removed and that compara- 
tively few seemed to understand the profit-sharing arrangement. 

A year later, at another factory mass meeting, the plan was 
renewed for the year 1902. Even then many of the employees 
seemed to have no more than a vague notion of the plan. The 
executives were of the opinion that the company had realized 
benefits from the operation of the plan during the preceding 
year, although the benefits were not so great as it had been 
hoped they would be. 

The payment of the first dividend, about March 1, 1902, how- 
ever, had a pronounced effect. Thereafter, the results of the plan 
were judged by the executives to be satisfactory. No proposal 
to abandon the experiment was made after that time. The com- 
pany officials made no attempt to judge the plan on the basis of 
figures. The president stated that it was impossible to show 
by figures that the extra efforts called forth by the plan were 
commensurate with the expense. The conclusions of the execu- 
tives were based upon surveys and first-hand knowledge of the 
attitude of the profit sharers toward their duties and the com- 
pany. The profit-sharing plan was mentioned in dealing with 
some cases of error or negligence; workmen were reminded that 
deficiencies on their part would reduce the amount payable to 
the group of profit sharers. The endorsement of the plan by the 
chief executives was deemed to have been a factor in its success. 
The president, who sponsored it, had been manager of the com- 
pany’s plant for many years. 
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Each year for four or five years after the plan was introduced, 
an announcement was made of its renewal at a factory mass 
meeting. Thereafter, however, employees at the beginning of 
each year were given a small booklet which contained the rules 
for the current year. When these booklets were distributed, a 
tentative list of profit sharers for the year was posted so that 
any employee not mentioned on the list could present, if he 
wished, a claim for inclusion under the plan. In 1906 the em- 
ployees arranged a dinner to which they invited the general 
officers of the company, and a similar gathering was held each 
year thereafter. At each dinner the company’s president reviewed 
the history of the company during the past year and told of its 
plans and of the business prospects for the year to come. 

The chief development in the plan was its extension to mem- 
bers of the sales and office organizations. The company’s execu- 
tives, after a few years of experience with the plan, became 
convinced that the effectiveness of a profit-sharing plan in 
stimulating the interest of the different employees varied with 
the employees’ ability to comprehend the indirect and deferred 
but, nevertheless, real effect of their individual efforts upon the 
profits of the entire organization. In harmony with this con- 
clusion the company, in 1913, extended the plan to the clerical 
and sales forces at the main office, and a year later to employees 
at the branch offices. Each time the plan was extended to include 
additional employees, the company increased the percentage of 
profits to be allotted to profit sharers. The percentage increase 
in each case was proportionate to the increase in the aggregate 
of the participating pay roll, so that the shares of participants 
already in the plan were not decreased because of its broader 
application. 

The percentage of the company’s net earnings set aside for 
profit sharers was not reduced at any time in the period under 
review. Three increases in that percentage were made in addi- 
tion to the adjustments made because of the broadening scope 
of the plan. In spite of these increases, the percentage that profit 
shares bore to wages had declined after 1917, as shown in Ex- 
hibit 1. That ratio change came about because increases in pay- 
roll totals between 1915 and 1925 were much greater than 
increases in net profits during the same time. 
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The average annual wage paid per employee during the five 
years from 1921 to 1925, inclusive, was more than twice as large 
as the average annual wage paid in the period from 1gor to 1912. 
From 1921 to 1925 competition met by the company was ex- 
ceedingly keen. Although sales in that period were large, the 
percentage of net profit on sales was small. The pay roll varied 
almost directly with the value of sales, while the amount of the 
company’s net profits did not. 

Between 1901 and 1926 the factory force increased gradually 
to 600 persons. In 1926, approximately 10% of the factory em- 
ployees were women. A number of nationalities were represented 
among the profit sharers. Skilled men were employed to maintain 
plant equipment in operating order. Some of the machine opera- 
tives were skilled and others were semiskilled. Unskilled work- 
men were employed chiefly as helpers. Wages amounted to from 
10% to 15% of the amount of billed sales. 

The provisions of the company’s profit-sharing plan for 1926 
follow: 

PROFIT-SHARING RULES FOR 1926 
Those Included 
All employees except those specially excluded. 


Preliminary List of Profit Sharers 

This includes only those who have been continuously in our employ 
since January 1, 1925. (See list of factory names on bulletin board in 
driveway.) 

Final List of Profit Sharers 

This includes only those on the preliminary list who shall remain 
continuously in our employ until the dividend for 1926 is paid. Any 
one on the preliminary list who may be discharged, or who may leave 
our employ before the dividend is paid, will lose all share, even though 
he may be employed again later on, and his share will be divided 
among those remaining. 

Profit-Sharing Dividend 

We propose to divide among the profit sharers a definite percentage 
of the profits on our business for the year 1926, and this percentage 
is the same as for the year 1925. 

The actual amount of money to be divided will depend entirely on 
the amount of our profits for 1926. Each profit sharer will share in 
proportion to the wages he receives during the year. Under no condi- 
tion shall we be expected to pay any profit sharer more than 20% 
of his wages for the year. 

The profit-sharing dividend will be paid on or about March 1, 1927. 
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Disability (Occupational) 

In case of injury, a profit sharer shall be considered as having re- 
ceived his regular wages for such time as he receives compensation 
insurance, but not for more than 50 weeks. 

Disability (Nonoccupational) 

Disability of a factory profit sharer resulting from nonoccupational 
causes is covered by health insurance. All factory profit sharers are 
insured from January 1, 1926. Benefit begins on fourth day of dis- 
ability, and continues for a period not exceeding 26 weeks. Occupa- 
tional injury is covered from the fourth day of disability to the time 
when compensation insurance begins. Details of this insurance shall 
conform to the laws of the Commonwealth of Massachusetts. 


Health Insurance Benefits 
Optional weekly benefits, based on wage rates, are shown below. 











= ————————— 
WEEKLY WAGE RATE WEEKLY BENEFIT 
$15.00 under $20.00 $10.00 
20.00 under 25.00 10.00 Or 12.50 
25.00 under 30.00 10,00, 12.50, OF 15.00 
30.00 and over 10.00, 12.50, 15.00, OF 17.50 


Bonus shall not be included in weekly wage rate except to raise the rate to $15. 


Health Insurance Cost 


The cost of each factory profit sharer’s health insurance will be 


deducted from his profit-sharing dividend payable March 1, 1927. 
ee —— O_O. OOOO 








WEEKLY BENEFIT ANNUAL Cost oF INSURANCE 
$10.00 $11.00 
12.50 1G 
15.00 16.50 
17.50 19.25 


ne 
Death Benefit 


A death benefit of $1,000 is provided by us, without charge, for 
each factory profit sharer. In case of death this will be paid to the 
dependent elected by him and approved by us. 

In case of death during 1926 of a profit sharer, not a member of 
the factory organization, a death benefit may be paid and deducted 
from the profit-sharing fund. The amount of this benefit shall not 
exceed the profit-sharing percentage last paid on his estimated wages 
for the whole year 1926, unless settlement be deferred until the next 
profit-sharing distribution, in which case that percentage may be used. 





1In the determination of the death benefit payable to a profit sharer not a mem- 
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Layoffs 

Any employee who may be laid off shall be considered as no longer 
in our employ unless he return to work within six weeks. 
Leave of Absence 


Leave of absence for more than six weeks shall be granted only to 
profit sharers, and only upon application approved by the president, 
treasurer, or factory manager. 

Any employee absent because of sickness shall be considered as still 
in our employ for such period as we may deem reasonable. 


Assignment of Wages 

Receipt by us during 1926 of notice of assignment of wages will 
cause the individual concerned to lose one-third of his profits for the 
year. 
Interpretation of Rules 


Any doubtful case not clearly covered by these rules shall be re- 
ferred to the factory committee? for decision. 


As there was some labor turnover in the 14 months which 





ber of the factory organization the plan permitted two options. The company 
selected that option which, in its judgment, would yield the estate of the deceased 
the larger payment. Under the first method of settlement the payment was not 
deferred; the deceased employee’s actual earnings during the calendar year were 
supplemented by an estimate of what his or her earnings might have been for the 
balance of the year. To the total thus determined was applied the rate which the 
profit shares last paid bore to annual wages. The resulting product was the death 
benefit. Under the second method, settlement was deferred until the next profit- 
sharing distribution. In that event, the estimated annual wage determined as above 
participated on a par with employees’ actual wages in the calculation and distribu- 
tion of profit shares. 


2 Factory committee: 

The factory committee shall consist of 15 members, of whom 5 shall be elected 
by ballot each year to serve for a term of 3 years. 

Male profit sharers only shall be members of the committee. Membership shall 
be further restricted to those who have been profit sharers for the 3 years imme- 
diately preceding their election. 

All factory profit sharers shall be entitled to vote, and each department shall 
elect its own representatives. 

Representation by departments shall be as follows: 


Weatherprootema tts etl le ver 3 Mills. ore careciee meres ern asi sravens I 
Rentwands DOWEen- ise elec 2 Cablestingand leadieewe eee 2 
(OPiCemede aacieta cies oie cures bcos. I VE WIStin Sikes nad ce ctcsicierececermmernon 2 
Nnswlatingmencece este cee sec 2 Testing eee s cssss cenise es secrecy e I 
\illernayraby? Gogacodgoncecb000ce I 


One-half of all votes cast in a department shall be necessary for election. 

When a second ballot is necessary there shall be only two candidates for each 
position to be filled. These candidates shall be those receiving the larger numbers 
of votes on the first ballot. 

Any tie will be settled by drawing lots. 

Any vacancy on the committee shall be filled at the next annual election by 
electing a member to serve for the unexpired term. No member shall be eligible 


for reelection while on the committee. 
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EXHIBIT 2 


Ratio oF NUMBER OF EMPLOYEES ON FINAL PROFIT-SHARING PAy 
Rott or FActory Force oF SIMPLEX WIRE AND CABLE 
CoMPANY TO NUMBER ON PRELIMINARY 
PROFIT-SHARING PAy RoLu 











Year Ratio 
IgQoI 77.07% 
1902 78.0 
1903 70.2 
1904 75-7 
1905 78.9 
1906 82.3 
1907 58.3 
1908 86.5 
1909 84.2 
I9Io 80.8 
IQII 78.3 
1912 87.6 
1913 78.2 





elapsed between the calculation of the preliminary profit-sharing 
pay roll and the calculation of the final profit-sharing pay roll, 
the former always exceeded the latter. Reduced employment 
during the year also had the same effect. These factors, which 
tended to reduce the final participating pay roll, had been offset 
to some extent at times by increases in wage rates and by large 
piecework production by profit sharers. Exhibit 2 shows, by 
years, for the factory force the number of employees on the final 
profit-sharing pay roll as compared with the number on the pre- 
liminary pay roll. 

It had been decided to pay profit sharers’ gains under the plan 
in cash because the executives thought the employees would ex- 
perience maximum satisfaction from their shares in that way. 
The distribution of profit-sharing certificates, whatever the basis 
of return thereon, would not afford the employees as much satis- 
faction, it was thought, as the distribution of cash. The execu- 
tives did not wish to dictate the manner in which the employees 
should spend their profit shares; the executives had not learned 
of many cases in which the payments had been spent to the em- 
ployees’ detriment. On the contrary, a large number of cases 
were known in which the payments had been saved or had been 
expended for household or personal capital. 

The provisions concerning disability, sickness, and death bene- 


SIMPLEX WIRE AND CABLE COMPANY 305 


fits were parallel to and not a part of the profit-sharing plan. 
These benefits applied to profit sharers. The cost of health insur- 
ance was deducted from employees’ profit shares in order to save 
the clerical expense of making the weekly deductions from the 
employees’ wages. 

The provision concerning occupational disability was adopted 
shortly after the Massachusetts workmen’s compensation law 
became effective. The health insurance benefit was adopted in 
O26. 

Before adopting the health insurance plan the president of the 
company had the factory committee canvass the works organ- 
ization. The committee reported approximately 74% of the or- 
ganization to be in favor of the scheme. Upon that expression 
of opinion and the unanimous endorsement of the factory com- 
mittee, the provisions were made effective. 

The sliding scale of sickness benefits was specified by the 
insurance company to prevent malingering. Thus, an employee 
earning $15 was not permitted to subscribe for insurance pro- 
viding benefits of $17.50 a week. Such a contribution would 
tempt the individual to feign illness. The company paid the 
group health insurance premium in advance and was reimbursed 
14 months later by the deductions from the profit-sharing fund. 

The factory committee was set up some years after the plan 
first was installed. The president of the company, who pre- 
viously had decided questions which arose in the administration 
of the plan, thought that the employees whose shares were 
changed, even though slightly, by such rulings should decide 
upon cases of similar character thereafter. The factory com- 
mittee’s only designated duty was to decide cases not covered by 
the profit-sharing plan’s rules, but the committee served upon 
occasions to advise company officials upon other matters of 
mutual interest to the company and the employees, such as shop 
regulations. 

The layoff provision was adopted to settle with definiteness 
many claims which constantly tended to extend the period during 
which a person on the inactive list was to be regarded as “laid 
off.” The leave of absence provision met the desires of foreign- 
born employees who wished to visit their native countries and 
also to retain their status as profit sharers. 

The executives of the company were of the opinion that no 
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special conditions existed in the company’s plant or in its sales 
or office organization, which made the profit-sharing plan more 
applicable there than it would have been in other manufacturing 
organizations. 

With regard to the frequent allegation that employees should 
not share in profits because they cannot be assessed to recoup 
losses, the president stated that under the company’s profit-shar- 
ing plan the employees, in the event of unprofitable operations 
during any year, might have to sustain the loss of contingent 
income. Their gains from profit sharing were limited by the com- 
pany’s success. He thought, however, that under this plan the 
employees’ shares in profits were not similar to those of holders 
of common stock. 

Concerning the length of service required before an employee 
was eligible to share in profits, the criticism sometimes was ad- 
vanced that new employees contributed to profits no less than 
did employees of long service. The president thought that this 
criticism applied to a profit-sharing plan intended to reward cur- 
rent effort, but not to the Simplex Wire and Cable Company’s 
plan with its quite different objectives. The percentage of profit 
sharers had varied from 40% to 70%, depending upon fluctua- 
tions in the force, which reflected changes in the volume of 
orders. 

In the president’s opinion, some of the criticisms of profit shar- 
ing apparently were made by persons contrasting the practice 
with piecework payments. He did not regard profit sharing and 
piecework as comparable. The second type of compensation was 
an immediate return for a definite result agreed to in advance. 
This plan of profit sharing, on the other hand, was intended to 
improve the morale of an organization that already was giving 
good service. More specifically, the plan was intended to induce 
employees to prevent waste; to cause them to take a more active 
interest in the company; and to induce desirable employees to 
remain with the company. 


CoMMENTARY: One of the chief merits of this profit-sharing plan 
was its simplicity. Notwithstanding this quality, the company reported 
that many of the workmen in the factory did not understand the pro- 
posal when it first was announced. ‘This experience is a warning 
against elaborate incentive schemes. When not understood, their 
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effectiveness is narrowed, and they are likely to be regarded by the 
employees, if a strained labor situation exists, as clever devices chiefly 
to the employer’s advantage. In this case, confidence in the official 
sponsoring the plan prevented such a reaction. It is significant also 
to learn that this plan was not installed originally to salvage a bad 
situation but to improve further the good service rendered by the 
organization’s rank and file. 

The definiteness of the plan is noteworthy. The terms were an- 
nounced at the beginning of each profit-sharing period. No essential 
changes were made in the profit-sharing rules in 25 years. In conse- 
quence, the working of the plan had become familiar and trustworthy 
to the older employees. The only element of secrecy in the plan was 
the percentage of the company’s net earnings allotted to the profit- 
sharing fund. In view of the private nature of the enterprise, this 
policy cannot be criticized. 

The annual terms for which the plan was renewed set up definite 
limits to the company’s obligations under it, as did the method of 
figuring the aggregate of the profit-sharing fund. To many, no doubt, 
the annual terms appeared as periods during which mutual endeavor 
could yield mutual advantage, and these aspects must have appealed 
to the spirit of association and the spirit of contest. 

The president of the company stated that it was impossible to dem- 
onstrate with figures that the payment of profit shares called forth 
commensurate effort on the part of employees. No less positive, how- 
ever, was his belief that the plan was worth continuing. 

The purposes of this profit-sharing plan were quite different from 
those of “incentive” wage systems. The plan was not intended as com- 
pensation for performing specific tasks; it was a means for stimulating 
employees’ initiative and for interesting them in the company’s business. 
An employer, in seeking to obtain these reactions from employees, must 
be prepared to go far in faith. 

The company’s conclusions that the incentive value of profit shar- 
ing tended to vary with the intelligence of the employee, confirms the 
view elsewhere expressed that “the effectiveness of general profit sharing 
is in direct relation to the rank of the participators, and in inverse 
relation to the size of the concern or of the participating group.® 

The company’s president recognized no special features in the Sim- 
plex Wire and Cable Company’s business that made profit sharing 
more worth while there than it would be elsewhere. It is to be hoped 
that as other cases on profit sharing are obtained, evidence will accumu- 
late as to the relation between the success of the profit-sharing plan 





3 James, Dennison, Gay, Kendall, and Burritt, Profit Sharing, Harper and 
Brothers, New York, 1926, p. 108. 
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and various particular circumstances. Such cases may indicate whether 
the employees in question were in charge of highly complicated machin- 
ery or carried appreciable property responsibility; whether they under- 
took duties usually assumed by indirect labor, and thus reduced 
supervisory costs; whether they had opportunities to prevent waste 
and safeguard the quality of products which could not be inspected 
after processing operations had been completed; whether a high degree 
of cooperation between them was an essential condition of economical 
operation. 

Whatever effect this plan had upon the company’s labor turnover 
record, that record appears to have been satisfactory. It must be 
borne in mind that the number of names on the final profit-sharing 
pay roll as compared with the number on the preliminary profit- 
sharing pay roll represented a turnover record of 14 months. On the 
other hand, this rate of turnover occurred among employees of at 
least 12 months’ service, and therefore cannot be compared with the 
high rates which normally characterize the short-service group in a 
factory organization. 

The fact that the company paid the current rates of wages to its 
employees disposes of any criticism that the profit-sharing payments 
were in lieu of wages or that Simplex employees accepted remote and 
uncertain returns as substitutes for immediate and definite gains. 
The extra compensation to profit sharers was a contingent element of 
income on top of market rates. It was payable by the company only 
in case business profits were realized. 

In so far as the plan interested employees in company operations 
and broadened their views of the industrial relationship, it served an 
informative purpose. The plan increased the significance of manual 
operations in the Simplex plant. In consequence, it must have in- 
creased the satisfaction that many of the better grade of employees 
derived from their work. 


August, 1926 J. W. R. 


CALDWELL TELEPHONE Company! 


EMPLOYEE REPRESENTATION—T0 Inform Employees of Company Policies. 
In order to reduce labor turnover and to improve the effectiveness of 
its force, a telephone company in 19109 established a plan of employee 
representation. Employees in its traffic department were chiefly young 
women working as telephone operators. The company decided that 
the plan in that department would serve primarily to inform the em- 
ployees of company policies and to adjust the employees’ grievances. 
The plan was not to be a negotiating device nor to serve as an admini- 
strative agency. 


EMPLOYEE REPRESENTATION—Powers of Representative Bodies. The objec- 
tives of an employee representation plan adopted in the traffic depart- 
ment of a telephone company were to inform employees of company 
policies and to adjust employees’ grievances. In view of these objec- 
tives, representative bodies created by that plan were given power to 
discuss issues, but no votes were taken upon debated questions. Em- 
ployee representatives also were empowered to appeal from manage- 
ment representatives’ decisions to higher joint committees. 


(1919) 


In 1919, in spite of improved wages and working conditions, 
the employees of the Caldwell Telephone Company showed in- 
creased unrest and dissatisfaction. Many of the most promising 
employees and minor officials had failed to return to the company 
at the conclusion of the World War; many others had been in- 
duced to go into other industries by offers of higher salaries or 
wages. The management was of the opinion that the cause of the 
unrest lay in the tremendous postwar demand for additional tele- 
phone facilities and the resulting increase in the number of new 
employees and supervisory officials. Inasmuch as no special 
provision had been made for interpreting to the employees the 
functions and responsibilities of the management or the part 
which the employees themselves played in the organization, they 
were not in a position to understand the reasons for the com- 
pany’s policies. 

In rg19, therefore, in order to reduce labor turnover and to 
increase efficiency by improving morale, the management of the 
Caldwell Telephone Company decided to encourage the introduc- 
tion of some plan of employee representation. Before announcing 
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its decision to the employees, the management selected tentatively 
a form of employee representation which appeared to fulfill the 
probable requirements of the employees. Similar plans were pre- 
pared for each of the company’s three departments: traffic, plant, 
and commercial; but this case discusses only the plan for the 
traffic department, which contained 72% of the total number of 
employees. The employees of this department were telephone 
operators. The officials of the department performed the plan- 
ning and supervision necessary to assure adequate service. 


Individual Employee takes up matter with im- 
Employee mediate supervisor before referring 
to employee representative. 


Monthly conference 
Group of employees form < Chief Operator 
a voting section and elect as 


representatives to is oe tocal Management 
Local Council 2 Representative 
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<—_—_—_—_— > District Traffic 
1, Matters involving more Superintendent 
than one section as 


Representatives elected 
by several voting sections 
elect representatives to 

District Council 2. Matters appealed by Management 


local council Representative 


Bimonthly conference 

ee Division Traffic 
Representatives to dis- 1, Matters involving more Superintendent 
trict council elect repre- than one district we 


BCD eS LO 2. Matters appealed by Management 
Division Council district council Representative 


APPEAL TO 


1, General Traffic Superintendent 
2, Vice-President and General 
Manager 





Exhibit 1: Proposed plan of employee representation in traffic department of 
Caldwell Telephone Company, 
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The plan, as outlined in Exhibit 1, permitted the employees at 
each exchange to elect three representatives who were to meet 
monthly with the local chief operator, as management representa- 
tive, to form a local joint conference committee. The representa- 
tives on each local joint conference committee in a district were 
to elect from among their own number three representatives to 
meet monthly with the district traffic superintendent to form a 
joint district council. Lastly, the representatives on each district 
council in a division were to elect from among their own number 
three representatives to meet bimonthly with the division traffic 
superintendent to form a division council. Decisions of issues 
raised at the local conferences were to be made by each local 
management representative on all matters within the scope of his 
jurisdiction. Other matters, including decisions appealed by the 
employee representatives, were to be considered by the higher 
committees. In each committee, decisions were to be made by 
the management representative, but the employees were to have 
the right to appeal from any decisions to the next higher body. 

There was a difference of opinion among the executives con- 
cerning the authority to be vested in the employee representatives 
under the tentative plan. Several officials were opposed to en- 
couraging the employee representatives even to take part in dis- 
cussions. They believed that it was sufficient for representatives 
of the management to address the employees on matters of com- 
mon interest; that to allow employees to take part in discussions 
would interfere with discipline and constitute an encroachment 
upon the responsibilities and authority of the management. Other 
officials maintained, however, that to permit the employees to dis- 
cuss with the management problems of mutual interest was not to 
transfer functions of management to them. By taking part in the 
discussions, employee representatives would gain a more intelli- 
gent understanding of the company’s problems, which they, in 
turn, would impart to the whole group of employees. 

Another group of officials asserted that the privilege of taking 
part in the discussions was not sufficient. They believed that 
employees should be given power to vote on questions which 
pertained to their own working conditions. These officials con- 
tended that employee representation in other industries had 
proved that the average employee was capable of logical reason- 
ing and, therefore, was competent to vote on the questions which 
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might arise. The employees, it was further contended, might lose 
interest in and regard as ineffective any plan of representation 
which did not give their representatives the right to vote. 

It was asserted, on the other hand, that if employees were en- 
titled to vote, “block” voting, which accorded one vote to the 
management representative and one to the employees on a com- 
mittee, would be necessary because of the numerical superiority 
of employee representatives. Under such an arrangement, tie 
votes would necessitate the reference of questions at issue to the 
next higher joint conference committee, which was practically 
what would happen under the proposed plan, inasmuch as that 
plan permitted the employee representatives to appeal from 
decisions with which they did not agree. It was stated, fur- 
thermore, that the average traffic employee of the telephone 
company did not desire a voice in controlling policies. A ma- 
jority of the operators were girls between 17 and 18 years of 
age. They regarded their work as of short duration and were 
interested in outside affairs. The labor turnover, which at the 
time was greater than 50% a year, indicated that only a few em- 
ployees remained long enough in the employ of the company to 
have sufficient knowledge and experience to enable them to vote 
intelligently on questions of policy. The conferences, it was 
pointed out, would afford opportunities for the employees to ask 
questions which they did not feel free to ask as individuals; the 
conferences represented, therefore, ‘‘safety valves” for the outlet 
of grievances and misunderstandings. Voting power for em- 
ployee representatives, therefore, appeared unnecessary to many 
officials. 

It seemed illogical to some officials, however, to give the manage- 
ment the power to decide every issue and yet to grant the employees 
the right of appealing decisions which they did not approve. 
Under such a policy, neither side had the power of final deci- 
sion until the question reached the general manager; the respect 
of the employees for their immediate supervisors, therefore, might 
be destroyed. It was asserted, on the other hand, that the power of 
appeal insured justice to the employees. This plan, furthermore, 
required each local management representative to consider ques- 
tions thoroughly and to convince the employees of the soundness 
of his judgment. If an official was unable to do this, the number 
of his decisions appealed soon would disclose his incompetence. 
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The management of the Caldwell Telephone Company con- 
cluded that employee representatives should have the privileges 
of discussion and appeal, but not voting power. The management 
appointed its representatives to meet with delegates elected by 
the employees and jointly they undertook to work out a plan of 
employee representation. 

The result of these joint sessions was a plan which provided 
joint conference committees for central office areas, districts, divi- 
sions, and departments. There was to be no voting in the meet- 
ings, but any matter brought up for discussion was to be carried 
to a thorough understanding and agreement or referred to the 
next higher committee before the subject was closed. The plan 
stated that no employee was to be discriminated against by the 
management for action taken by him in good faith in his repre- 
sentative capacity. 


CoMMENTARY: This company’s organization had been increasing 
rapidly in size. An unusually large number of new employees and new 
supervisors were being trained. Hence, the possibilities of misunder- 
standing between the employees and the management and the possi- 
bilities of improper supervisory action were increased. Among the 
employees of the traffic department a rate of turnover of over 50% 
existed. The problem of assimilating newcomers in that department 
was not only a postwar problem but one that would continue to exist 
in subsequent years. Many of the employees would be connected with 
the industry for a short time only. They were not vitally interested 
in the industry’s welfare. They desired no managerial responsibility 
and, indeed, were incapable of assuming it. The company was engaged 
in a relatively stable business and could plan its policies in advance 
with a large degree of assurance that plans could be carried out con- 
sistently. The company’s employees who were members of the traffic 
department came into contact with customers. Therefore, satisfactory 
human relations in the organization would result in better service to 
the public. 

The officials rightly decided that employee representation, by bring- 
ing to light employees’ grievances, would promote satisfactory relations 
between telephone operators and the corporation. ‘The officials in- 
tended that the plan of employee representation should serve chiefly to 
acquaint employees with the policies of the company. The youth and 
inexperience of operators in this department, and the fact that most of 
them did not regard their work as a career, made it unwise to clothe 
the representative bodies with administrative responsibility. 
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Since the representative bodies were to serve primarily as educa- 
tional mediums, there was no necessity for them to vote upon issues 
that were discussed. The power of the employees under this system 
consisted in the right of appeal. The management had expressed its 
desire to hear their views. It also guaranteed employees that it would 
not discriminate against them for expressions made in good faith. 

Employees given the right to appeal sometimes question an immediate 
superior’s decisions. Some junior executives fear the effect of such 
appeals upon the respect accorded them by their subordinates. Since 
this company’s organization was expanding, a relatively large number 
of executives were in the process of learning their duties. They may 
have feared this plan of employee representation as likely to bring to 
light their incapacity. Such fears, very likely, were responsible for 
the opinions of those executives who urged that this plan merely con- 
vene representatives of the employees to hear addresses by officials. 

That mode of conducting meetings with employee representatives 
would have curtailed the effectiveness of the plan. Addresses inform, 
but often they do not call forth a response from the hearers; discus- 
sions do both. Since discussions are less formal, they prompt those 
present to pursue their questioning until they understand fully the 
matters that have occasioned them concern. 

Discussions in bipartite shop councils have both direct and indirect 
educational effects upon the supervisory force. Their direct educa- 
tional value is patent. In addition, the employees’ freedom to bring 
up matters in discussion causes junior executives to establish close 
relations with their immediate superiors in order to learn existing 
policies, and to discuss new issues with their superiors before decid- 
ing the issues immediately upon local considerations. These efforts are 
made so that decisions will not be overruled upon appeal. This indirect 
educational effect of a works council upon supervisors may not be 
realized, however, if they are antagonized by the plan. Whether they 
will be stimulated or antagonized by employee representation depends 
largely upon their abilities and their methods of managing. An ad- 
ministrative organization which does not view employee representation 
as a constructive force should not seek to establish the relationship. 


February, 1926 J. W. R. 


Howet-MaAxweELL Company? 
MANUFACTURER—METAL PRODUCTS 


CurRTAILMENT OF Work Force—Basis for Selecting Individuals for Layoff 
and Discharge. A metal manufacturing company having to curtail its 
force 20% in a period of business depression stated in a posted bulletin 
that in selecting individuals to be retained it would consider length of 
service and private circumstances, but that the determining factor was 
to be individual efficiency as determined in each individual case by the 
employee’s foreman. 

REEMPLOYMENT—Employee Claiming Unfair Discrimination by Foreman. 
An employee who was discharged by his foreman during a period of 
business depression alleged that he had been unjustly discriminated 
against. Under the plan of employee representation in effect, his case 
was presented before a joint shop committee. Thence it was referred 
successively for disposition to the division superintendent, a committee 
on grievances whose jurisdiction extended over the entire works, and 
finally to the general manager. 


(1921) 


The Howe-Maxwell Company, manufacturing metal products, 
in the early part of 1921 had to curtail its labor force 20% as a 
result of the current business depression. The works manager 
posted a bulletin stating that, in selecting individuals to be re- 
tained, supervisors would consider length of service and private 
circumstances, but that the determining factor ordinarily was to 
be individual efficiency. One employee whose discharge was 
ordered for the purpose of reducing the work force appealed his 
case and alleged personal discrimination. 

The Howe-Maxwell Company employed approximately 8,000 
persons. When in 1921 it decided to curtail its work force, the 
management placed on the bulletin boards a notice which read 
as follows: 

NotIcE 
TRANSFERS—LAYOFFS—DISCHARGES 

It should be understood that transfers, layoffs, and discharges are 
made by the management through the necessities of business, and are 
as undesirable to the management from the standpoint of efficiency 
as they are to the employee affected. 

When such action has to be taken, it is the duty and right of the 
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foreman to make the necessary changes in such a way as to maintain 
the efficiency of the work, and he will select for transfer, layoff, or 
discharge such employees as he may consider can best be spared from 
the job. 

When the employee’s record is satisfactory, every effort will be made 
to avoid hardship to the individual, and full consideration will be 
given to length of service, private circumstances, and so forth, but 
usually the determining factor must be the permanent efficiency of 
the job as determined by those in charge of the work. 

Under the plan of representation, employees have the right to appeal 
to shop committees against transfer, layoff, or discharge, but, pending 
a settlement of the case, they should accept the decision of the fore- 
man and when transferred go to work on the new job at once to avoid 
loss of time and wages. 


The company’s plan of employee representation had been in 
operation for approximately one year. The plan had been de- 
veloped in joint conferences between a committee of three em- 
ployees of the company, representing all the employees of the 
plant, and three representatives of the management. In this com- 
mittee the plan had been thoroughly discussed and unanimously 
adopted. 

Under this plan the works were divided into precincts, each 
containing approximately 500 employees. The employees of each 
precinct elected three members to serve on a joint shop com- 
mittee. The committee for each precinct also included three men 
appointed by the management. 

In addition to joint shop committees, appellate joint commit- 
tees also were established. These appellate committees consisted 
of ten members, five appointed by the management and five 
elected at large by the employee representatives on the shop 
committees. One of these appellate committees was concerned 
with the adjustment of employees’ grievances. 

Any employee having a grievance or problem that he wished 
called to the management’s attention took up the matter directly 
with his foreman or had an employee representative present the 
matter to the foreman. If a decision could not be reached with 
his foreman, the employee had the right to appeal to his joint 
shop committee. On appealing the case, the employee had to 
present the issue in writing, and, although he could have the 
assistance of a representative, he personally had to attend the 
meeting at which his case was considered. If the decision of 
his joint shop committee was not favorable to him, he could 
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appeal his case to the proper appellate committee. The last court 
of appeal was the general manager. In all instances the employee 
had to appeal his case within 10 days from the date of decision 
by any of the committees. 

In making the necessary reduction in its labor force in 1921, 
the company undertook to follow its usual policy in laying off 
men, which was to transfer the skilled employees to lower grades 
of work rather than to discharge them. 

On March 5, 1921, the members of one shop committee re- 
ceived the following letter: 


GENTLEMEN: 

I desire to put my case before your committee for your con- 
sideration. On Saturday morning, February 28, 1921, I was 
notified by my foreman, Mr. Johnson, that I was discharged. I 
asked for the reason and he stated that they were going to place 
another man on my job whom they considered more valuable to 
the company than I was. 

I made the claim that I have been unjustly dealt with and dis- 
criminated against in this matter, and I am appealing to your body 
to rectify this condition. 

I have been employed by the company 13 years next April 
on the same line of work. My record as a workman has never 
been complained of to me. Since the year of 1914, I have had 
charge of the line of work I have been employed on and have car- 
ried out the responsibility of getting out production on this job. 
This I have done to the satisfaction of everybody concerned, there 
never having been a complaint on this matter made to me. In 
fact, I have been complimented many times by Mr. Johnson, my 
foreman, on the manner in which I handled the job. 

I claim that there has been discrimination in my case, as there 
are men on the job I was on who I was breaking in to do the work, 
and who have not been in the employ of the company a year yet. 
One of these men is single. I am the main support of my father 
and mother, also for a brother who is sickly and has just come out 
of the hospital and is depending on me until such time as he is able 
to support himself, which will not be for some time. 

On the question of the man whom they put on my job being a 
more valuable man, I am willing to go before your committee and 
argue the merits of this question, as well as the merits of all other 
questions touching on this case. 

I have always cooperated with my foreman and superiors, have 
never had any complaint from my foreman or others for showing 
improper spirit of cooperation, showing that there can be no com- 
plaint from this source. 
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Hoping that your body will rectify this matter and with full 
confidence in your fairness, I am 
Respectfully, 
(Signed) Francis Martin 


Martin was what was known as a “leading hand”; that is, he 
was responsible for and in charge of three or four men, yet he 
was rated as a workman. Diltz, the man who replaced Martin 
when Martin was discharged, had done similar work previously 
and had attended a technical school. 

The shop committee heard this case on March 8. Its members 
were unable to reach a decision; the employee representatives 
voted in favor of reinstatement, while the management’s repre- 
sentatives voted to sustain the action of the foreman in dis- 
charging Martin. As the voting resulted in a deadlock, the com- 
mittee referred the case to L. D. Warren, who was the superin- 
tendent of the manufacturing division in which Martin worked. 
On March 10, Warren sent the following memorandum to the shop 
committee: 


CoMPLAINT OF FRANCIS MarTIN 
Complaint: 

Mr. Martin claims discrimination in that he was unjustly dis- 
charged and requests that a place be made for him on a lower grade 
of work, claiming that there are less valuable employees of shorter 
service who should be displaced in his favor. 


Evidence: 


The foreman, Mr. Johnson, was required to make use of the services 
of Mr. Diltz on productive work, inasmuch as Mr. Diltz is a widely 
experienced inspector, and it was found necessary to reduce the expense 
in the class of work he was doing. 

Mr. Diltz formerly did the work Mr. Martin was doing. The fore- 
man, therefore, displaced Mr. Martin and put Mr. Diltz on this work. 
It appears from the evidence that Mr. Johnson did not consider Mr. 
Martin of sufficient value and deserving to displace some one else and 
make a job for him. He, therefore, dropped Mr. Martin. 

On my inquiry, Mr. Martin stated that there were no personal diffi- 
culties with his foreman, that his foreman had never shown a disposi- 
tion in the past to favor other employees, at his expense, on small 
things. In fact, this was the only case in which he felt he was dealt 
unfairly with. Mr. Martin could not imagine any motive for Mr. 
Johnson’s treating him unfairly, and does not believe he has been 
deliberately unfair to him but believes it is merely a matter of error 
in judgment. 

On my direct question, Mr. Johnson stated that he still did not 
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consider Mr. Martin sufficiently valuable to warrant him in displacing 
some other employee. 
Findings: 

I find no evidence indicating any motive for unfair treatment or 
discrimination. There is difference of judgment between the employee 
and the foreman, and it seems to be in the province of the foreman to 
decide whether the employee is of sufficient value to him to warrant 


displacing some one else in his favor. I recommend that the committee 
uphold the decision of the foreman. 

Mr. Martin’s contention is only on length of service. It must be 
recognized that this is only one of several factors to be considered. 
It is impractical for a foreman to make several consecutive shifts in 
such cases. Confusion and inefficiency would result. The foreman is 
justified in making such shifts only in order to keep men considered 
of unusual value to the company. 


After receiving the superintendent’s memorandum, the shop 
committee again was deadlocked in voting on this case, and the 
case was referred to the appellate committee which dealt with 
employees’ grievances. 

The appellate committee heard the case on March 15. At that 
time Martin brought out the fact that he was a representative 
under the plan of employee representation and that some of his 
time was given over to his duties as representative. He thought it 
possible that his foreman, Johnson, might think that he spent 
too much of his time on shop committee work. Martin said that 
if this was the reason for his discharge he would resign gladly. 
The other evidence that he presented was that two of the men 
who still were working in his department had been working for 
the company less than a year and a half. Martin said that in his 
opinion, he, with his 13 years’ experience, was better qualified 
to do the work than either of those men. 

Johnson was asked his reason for discharging Martin instead 
of one of the two men referred to by Martin. Johnson said: 
“J retained three men. One is a 25-year man and would not be 
much good on any other kind of work. Another has worked on 
other jobs in the room, has a very good manner, is willing and 
capable, and is also the main support of his mother who has just 
gone to the hospital. He has been with the company one year. 
The third man has been with the company 18 months, is married, 
has just become a father, and his wife is laid up in the hospital.” 

Much evidence was presented which was irrelevant to the case. 
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However, it was brought out that Martin’s work for the com- 
pany had been satisfactory. 

The appellate committee voted on the case after hearing the 
evidence, and it was unanimously agreed that Martin had not 
proved improper discrimination on the part of the foreman. 
However, the committee was divided. The members represent- 
ing the employees ruled, “that in view of Mr. Martin’s record 
as a workman and his length of service, and in view of the fact 
that the best judgment was not exercised in discharging Mr. 
Martin in preference to some one else in the department, it is 
recommended that he be reinstated at the earliest opportunity.” 
On the other hand, the representatives of the management ruled, 
“that the case which was brought up by Mr. Martin as one of 
discrimination was not proved, that there is nothing but dif- 
ference of judgment between the employee and the foreman, 
and as it is in the province of the foreman to decide whether 
the employee is of sufficient value to him to warrant displacing 
some one else in his favor, it is recommended that the committee 
uphold the decision of the foreman.” 

Since the appellate committee could not obtain a majority 
vote on either ruling, this case, in accordance with the rules of 
the plan of representation, was referred to the general manager 
for a decision. 


ComMENTARY: An important question raised by this case is whether, 
after an employee has failed to prove before a bipartite shop-committee 
that he was unjustly discriminated against by his foreman, the com- 
mittee should have the right to comment upon the foreman’s judgment 
or to recommend action to be taken on the case by the foreman or by 
the company. 

Plans of employee representation usually permit employees to appeal 
from any supervisory decisions which the employees believe were made 
with ulterior motives or without adequate knowledge on the part of the 
supervisors. An employee alleging such discrimination has the right, 
under those plans, to present evidence in support of his position. The 
foreman in such a case is presumed to be innocent of discrimination 
until the employee is able to prove the charge. The works council 
decides upon the merits of the charge made by the employee. Discipline 
of a guilty foreman, or any other action based on the council’s findings, 
is left to the management. 


Apparently both employer and employee groups in the appellate 
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committee of the Howe-Maxwell Company thought that it was within 
their province to comment formally upon the foreman’s treatment of 
the men in his department. The resolution advanced by the man- 
agement representatives purported to ratify the foreman’s act; the 
resolution advanced by the employee representatives censured the 
foreman’s judgment and recommended action to be taken in Martin’s 
case. Neither resolution should have been proposed. ‘The action of 
the committee should have been only to state that Martin had failed 
to prove his charge of unjust discrimination. 

Martin did not allege that the foreman discriminated against him 
because of ulterior motives. Martin thought the decision resulted from 
inadequate knowledge or faulty judgment. He presented his side of 
the case. Subsequently, the foreman, Johnson, still was of the opinion 
that Martin was of less value to the company than the employees who 
had been retained. Since the determining factor in retaining employees 
at the time of this layoff was value to the company, and the foreman 
supposedly had made his decision with reference to that criterion, the 
secondary considerations of length of service and family responsibility 
had no governing significance. 

The commentator’s position with regard to the jurisdiction of the 
appellate committee assumes that the foreman was better qualified than 
was the committee to judge the relative merits of the employees under 
his supervision, provided he had an open mind and was: acquainted 
with the facts. Employees, through the committee, could present evi- 
dence to influence the foreman’s opinion, but, in the matter of rating 
his subordinates, the committee should not have undertaken to super- 
impose its judgment upon the foreman’s. It may be alleged that if a 
foreman’s rating always is to be taken as final, injustice sometimes 
may be done certain employees. That charge must be admitted to be 
serious. Thus, under an incompetent foreman a few individuals may 
suffer for a period. In a well-operated establishment, however, this 
condition could not long continue. It is not believed that the functions 
of works councils should be decided with reference to exceptional cases. 
In this:company the appellate committee’s review of and recommenda- 
tions upon matters within a foreman’s province where improper action 
on his part could not be demonstrated, would have had unfavorable 
results upon executive relations and upon the efficiency of the organiza- 
tion. These results probably would have been far more serious than 
the consequences of the relatively few cases of injustice which might 
otherwise occur. 

Foremen recognize that a succession of cases in which they were 
charged with discrimination woud result in a critical examination 
of their administrations by higher officials, Even before this oc- 
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curred, the morale in their departments would suffer greatly as the 
result of their subordinates’ doubts whether workmen’s efforts would 
be recognized impartially. 

It probably would have been inexpedient for the general manager 
of the Howe-Maxwell Company to decide this case in favor of the 
foreman, in view of the inadequate support which the foreman gave 
his decision in the hearing. According to the reported transcript, 
Johnson did not defend his decision on grounds of Martin’s lack of 
worth as contrasted with the worth of the employees who were re- 
tained, but referred to the family responsibilities of the other employees, 
their demeanor, and their length of service. Martin demonstrated that 
on the score of length of service and number of dependents he should 
have been retained instead of the two employees whom Johnson kept 
on the pay roll. The fact that Martin had been a leading hand cer- 
tainly placed some burden of proof upon the foreman in selecting him 
for discharge rather than either of the other two employees, members 
of the rank and file, neither of whom had been with the company for 
more than 18 months. 

In view of the foreman’s presentation of his side of the case, the 
employee representatives logically thought that “the best judgment 
was not exercised” in the matter. The foreman defended himself on 
untenable grounds and in his statement neglected almost entirely the 
matter of relative worth of the men to the company. The foreman 
placed himself in a vulnerable position, and the manager to whom the 
case was appealed had to recognize the belief of the employee repre- 
sentatives that injustice had been done in the Martin case. If pos- 
sible, the manager should have placed Martin at work in some other 
division. 

May, 1926 J. W. R. 


ELMORE CoMPpANyY! 
MANUFACTURER 


EMPLOYEE REPRESENTATION—Jurisdiction of Representative Bodies—Held 
Not to Extend to a System of Work Standards and Wage Calculation 
Proposed but Not Installed. The employee representatives on the works 
council of a manufacturing company asked for a detailed explanation 
of a new system of work standards and wages which the management 
had begun to install, but which had not been put into operation. 
Although the text of the representation plan authorized the council to 
discuss wages and working conditions, the general manager, to whom 
the matter was referred, refused the request. He held that the coun- 
cil’s discussions should be limited to practices in effect, unless the man- 
agement submitted a proposed measure to the council for discussion. 
If the council had the right to introduce proposed management action 
for discussion, the management’s freedom to make necessary changes in 
operating plans would be improperly curtailed, he stated. The general 
manager’s view was accepted by the council. 


(1923) 


In 1923 the Elmore Company decided to employ a firm of 
industrial engineers to install a new system of production control 
and wage payment. Shortly after the engineers began work, the 
employee representatives in the works council at this company’s 
plant asked that they be informed in detail of the company’s 
plans, stating that the matter had been brought to their atten- 
tion by chance and not officially. They believed that the com- 
pany should afford them opportunity to express their views on the 
proposed wage system. 

The plan of employee representation in effect in the Elmore 
Company’s plant had been established in 1921. It was expressly 
stated that the works council could discuss wages, hours, work- 
ing conditions, safety, and welfare activities, and make recom- 
mendations to the management concerning these matters. The 
works council was a bipartisan body of 20 employee representa- 
tives, elected from their respective departments, and an equal 
number of management representatives. The majority vote of 
each side was recorded as its unit vote on any issue before the 
council. 





1 Fictitious name. 


323 


324 HARVARD BUSINESS REPORTS 


The plan of representation had been submitted to the em- 
ployees and had been accepted by them in referendum vote. A 
minority, however, was bitterly opposed to the plan because of 
a desire to strengthen a labor union in which probably 20% 
of the Elmore Company’s workers held membership. This union 
had called an unsuccessful strike against a wage cut agreed to 
by the works council about six months after the council’s crea- 
tion. Since that time, the union had not gained ground, although 
there were men in the plant who actively opposed the plan of 
employee representation and advocated unionism in its place. 

During the 30 years that it had been in existence, the union 
had waged several bitter strikes against the Elmore Company 
and other companies in the city engaged in the same line of 
manufacturing. The Elmore Company had not dealt with the 
union officially for more than 15 years; the company objected 
to the type of leadership in the organization and to the violence 
and intimidation that had characterized the labor controversies 
in which the union had participated. 

Most of the company’s employees were semiskilled or un- 
skilled. Operations were standardized and subdivided. Working 
conditions in certain departments were unpleasant because of the 
nature of the raw materials handled. In a few production depart- 
ments there were skilled laborers, and the maintenance depart- 
ment employed a majority of craftsmen, such as machinists, car- 
penters, and pipe fitters. Unskilled labor was used in many of 
the production departments where the operations were simple; 
this type of labor was used also in transporting and loading 
materials and in various rough jobs about the plant. 

The Elmore Company had reduced its rate of labor turnover 
considerably in the eight years prior to 1923, but the operating 
conditions in its plant, as well as the character of the local labor 
market, tended to keep this rate above 100% per annum. The 
city in which the Elmore Company was located was an industrial 
center in which a variety of products were made. This city was 
on a number of railroad systems, and a substantial part of its 
working population drifted back and forth between it and other 
near-by cities and agricultural sections. The labor turnover of 
the Elmore Company was particularly high among the unskilled 
workers. The company had found that a layoff of a fourth of its 
employees reduced its turnover rate 50%. 
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The management had proposed the plan of employee repre- 
sentation as a means of affording better contact with the em- 
ployees. At first the plan was viewed with suspicion, but later the 
employees brought up before the works council many questions, 
dealing usually with working conditions, personal complaints, and 
piecework rates. These questions had been settled satisfactorily. 
Wages had been decreased and increased at the recommenda- 
tion of the council; individual jobs had been rerated; working 
schedules had been revised; and in other ways the council had 
shown its usefulness to both management and employees. 

The Elmore Company bought its raw materials and sold its 
finished product in highly competitive markets. Its opportuni- 
ties for competitive advantage lay chiefly in improvement of its 
plant management and marketing methods. 

In recognition of this situation, the company had inserted the 
following clause in the plan of employee representation: 

The action of the works council shall relate to policies of the com- 
pany in regard to matters of direct interest to the employees. The 
execution of policies remains with the management, although the 


methods employed by it are proper subjects for discussion in the works 
council. 


In another clause it was stated that when the council could not 
agree on any plan of action or recommendation to the manage- 
ment, a counter proposal could be made. There was no provision 
for arbitration of deadlocked questions or for their reference to 
some official of the company or to its board of directors for final 
decision. 

Approximately 4,000 workers were employed by the Elmore 
Company, and there was, in general, one representative for each 
200 employees in the several precincts into which the plant had 
been divided. Within some of the precincts there were as many 
as 50 separate tasks, each having its own piece rate. 

In deciding to install the new system of production control and 
wage payment, the management had been of the opinion that the 
step would improve the grade of foremanship in the plant and 
would induce the workers to put forth their best efforts. 

In principle, the wage system which was to be introduced was 
based on production standards. The company guaranteed a mini- 
mum hourly wage. When any operative, or group of operatives 
if the group system had to be used, was credited for more work 
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than was called for by the standard, the operative or the group 
received a bonus equal to 80% of the piece rate, for the produc- 
tion above the standard. The other 20% was shared among fore- 
men and indirect labor. The company saved in increased use of 
plant and consequent lower overhead costs. The production 
standards were to be set after time studies had been made of the 
operations. It was expected that a new study would be made 
whenever an operation was changed. Time studies were made 
upon individuals and groups of men at work; the engineering 
firm disapproved of laboratory studies or the use of pacemakers. 

When the employee representatives asked for information re- 
garding the new system, the senior management representative 
on the works council suggested that the request be referred to 
the general manager, and that a special meeting be called to 
hear his reply. This suggestion was acceptable to all present. 

The general manager decided to present in a letter to the works 
council his views on the authority of that body. In the letter 
he said that the council, in his judgment, should limit its dis- 
cussions to methods and policies in force. He thought that free- 
dom on the part of the management to make changes in operat- 
ing plans was essential to the success of the business, and that at 
times it was advantageous to the company to keep secret, until 
they actually were installed, new methods that might directly 
affect workmen by imposing changed tasks and responsibilities 
upon them. He feared that the management’s freedom in intro- 
ducing changes would be restricted if the employee representa- 
tives had the right to question and debate all proposed manage- 
ment action which directly affected them. 

He stated that in his opinion the acceptance of this position 
by the employee committeemen would not impair their prestige 
nor reduce the favor in which the plan of employee representation 
was regarded by the workmen. He did not hold this decision 
inconsistent with the past practice of the management in asking 
the employee representatives’ aid in efforts to improve produc- 
tion and to reduce waste, although these might be regarded as 
employee participation in managerial programs. The manager, 
in effect, drew a line between policies projected and those in 
force. The management could introduce either for discussion, 
but could limit the discussion of projected policies; the employees 
could discuss policies in force without restriction and could 
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recommend their modification. This view as expressed by the 
general manager was accepted by the employee representatives 
on the council. 


CoMMENTARY: Sound reasons can be offered both for and against 
the decision of the general manager in this case. The value of the case 
lies not in the decision, but rather in the case’s presentation of a num- 
ber of factors pertinent to an issue of this kind. 

The manager’s immediate consent to the employees’ request, it 
could have been argued, would indicate his belief that the plan was 
fair to both the company and the employees, whereas a refusal would 
cause some employees to believe that the plan was against their in- 
terests. In the second place, the request was in accord with the juris- 
diction of the committee as set forth in the text of the employee 
representation plan. An adverse decision would restrict the jurisdic- 
tion of the works committee by managerial order, and would lower the 
prestige of the employee representatives and the plan of representation. 

The work-measurement and wage-payment plan was complicated, 
but the manager could not refuse to discuss it with the employees on 
that score. A plan of wage payment too complicated for the work- 
men to understand should not be installed. Finally, it might have been 
argued that a detailed explanation of the incentive plan would improve 
employee cooperation in the making of time studies. Inaccurate time 
studies, due to poor cooperation, discredit an incentive system. When 
poor cooperation is received from employees, men making time studies 
have to proceed slowly to avoid inaccuracies. Hence, a detailed ex- 
planation of the plan, in theory at least, would aid the time-study men 
and enable them to put the system into operation at an early date. 

Whether these favorable results would have followed, had the em- 
ployees’ request been granted, depended in large measure upon whether 
the employees were open-minded upon the subject of the proposed 
system of work standards and wage calculation. The results of an 
explanation depend largely upon the frame of mind of the persons 
to whom it is addressed. Here it was likely that suspicion and fear 
were causing an opposition to the proposed system which could not 
have been allayed by an explanation through the channels of the rep- 
resentation plan. 

It commonly happens that, when a new system of production con- 
trol and time studies is introduced in a plant, the duties of some em- 
ployees are changed. The Elmore Company’s employees probably 
were aware of the likelihood of such shifts and feared uncertainty of 
earnings and uncertainty of their jobs. Because of the slender Te- 
sources of employees of small skill, such adjustments might have in- 
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volved hardships for some of the workers. It may be doubted whether 
an explanation to the employee representatives would have allayed these 
fears on the part of the rank and file. 

Semiskilled or unskilled men predominated in the “direct labor” 
group employed by the Elmore Company. The skilled labor, presum- 
ably of greater intelligence, was concentrated in the maintenance 
department, and it may be inferred that the work of that department 
was not to be standardized by the industrial engineers. The people 
most directly affected by the system were, in the main, people who 
had suffered from job insecurity. In judging the probable effects of 
the introduction of the new system, they would rely more on their 
experience than upon the words of the employer. Moreover, the 
employer’s explanation would not have guaranteed earnings or jobs, 
but would have shown the method whereby some of the employees 
would be found to be superfluous. 

Even had the manager looked favorably upon the employees’ re- 
quest, the question arises whether the employee representatives could 
have allayed suspicion or fear regarding the incentive plan. Had the 
employee representatives been convinced that the plan was proper and 
not likely to have adverse effects upon their constituents, it is ques- 
tionable whether their faith would have been shared by many fellow 
employees. Rather, it is likely that the representatives would have 
been accused of double dealing or perhaps of blindness to a clever 
presentation by the management. On the other hand, had the em- 
ployee representatives opposed the plan, the management would have 
had to delay its introduction until their opposition had been overcome, 
or the management would have had to override the council. Either 
alternative would have been undesirable. 

Each representative had approximately 200 constituents. He could 
not have taken this issue up at length with many of them. In order 
to reach all the constituents, it probably would have been necessary 
to supplement the word-of-mouth explanation by printed material. 
The representatives no doubt would have preferred that printed mate- 
rial carry the burden of presenting such an unpleasant subject. It 
might be questioned whether the published material would have been 
studied in an open-minded fashion and thoroughly understood by the 
employees. Certainly, such material would have stirred up more 
discussion immediately after its issuance concerning the new incentive 
system than would have been occasioned at any one time by the sys- 
tem’s gradual introduction in one department after another. 

The union situation rendered it likely that a plan of this kind, pre- 
sented specifically in printed documents, would have become a target 
to draw the fire of union officials. Workmen incapable of judging for 
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themselves, and swayed by fears natural under the circumstances, 
would have been influenced by the union leaders to oppose the in- 
centive scheme. The general discussion of the plan occasioned by the 
printed material, together with the influence of the union leaders, might 
have unified the mass of employees against the new system. 

The management’s decision aimed to have the employees judge the 
new system not upon their fears of its effect but, rather, upon its re- 
sults in the departments in which it first was installed. 

It will be noted that the manager did not state that the works coun- 
cil never should discuss proposed managerial methods; he simply stated 
that the employee representatives should not have the right to bring 
up such matters for discussion without the management’s consent. 
As previously, the management would solicit the advice of the employee 
representatives upon some proposed methods. 


January, 1926 J. W. R. 


CALLOWHILL Company! 
MANUFACTURER—METAL PRODUCTS 


EMPLOYEE REPRESENTATION—Guaranty against Discrimination on Grounds 
of Unionism. In 1919, while labor unions were trying to gain recogni- 
tion by a metal manufacturing company, the company established a 
plan of employee representation which stated that no discrimination by 
employees or management should be made on grounds of unionism. 


DIscIPLINE ENFORCEMENT—Discharge of Employee Because of Irregular 
Activities during Working Hours. A foreman in a metal manufacturing 
company discharged an employee on the alleged grounds of carrying 
on activities, specifically, union organizing, apart from his regular duties 
during working hours. 


Lasor Untons—Reemployment of Man Alleging Discharge on Grounds of 
Unionism. In 1920 a unionist was discharged by a metal manufactur- 
ing company on the grounds that he carried on activities apart from his 
regular duties during working hours. The man appealed from his dis- 
charge, claiming discrimination on grounds of his union membership 
and his open hostility to the company’s employee representation plan, 
which provided that no discrimination by employees or management 
should be made on grounds of unionism. The case was deadlocked in 
the joint committees which reviewed it and reached the manager for 
final decision. The manager reemployed the man in another depart- 
ment, but did not pay him for time lost while the case was pending. 


Lasor UNions—Prevention of Organizing Activities by Employees during 
Working Hours. A company foreman discharged a prominent unionist 
for engaging in activities apart from his regular duties during working 
hours. The unionist appealed the discharge, alleging discrimination on 
grounds of union membership. Upon investigation it was found that he 
had carried on organizing activities during working hours. The man- 
ager reemployed the man and in the reemployment order stated that 
employees should not carry on any activities apart from regular duties 
during working hours. 


(1920) 


On May 19, 1919, a plan of employee representation was put 
into effect in the plant of the Callowhill Company, a manufacturer 
of metal products. The plan divided the works, in which 6,500 
people were employed, into ro districts. A shop committee was 
established in each district. From these district committees, ap- 
peals were to be carried to a reviewing committee whose jurisdic- 
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tion covered the entire plant. In case of a deadlock in the review- 
ing committee, an issue was to be referred to a major executive 
for final decision. On each committee there were equal numbers 
of employee and company representatives. 

One paragraph of the plan of representation stated, “There 
shall be no discrimination on grounds of unionism either by the 
employees or by the company officials.” For several years prior 
to the time that the plan was adopted, repeated efforts had been 
made by local unions and their district headquarters to put 
through a strike vote in the company’s plant in order to bring 
about the unionization of the work force. These efforts had 
failed. There was much bitter feeling among the union workers, 
and this feeling was reflected in the various joint committees 
after 1919. The labor members of the committees for the most 
part were union men. Employees’ grievances were advanced in a 
dogged and antagonistic spirit in committee hearings, deadlocks 
were frequent, and a large proportion of cases were appealed to 
the reviewing committee. That committee, however, had been 
successful in disposing of all but two cases referred to it up 
until February, 1920. Those cases had been decided by the 
manager. 

On February 14, 1920, a prominent union man named Farley 
was discharged at the order of his foreman on grounds of carry- 
ing on activities apart from regular duties during working hours. 
The specific acts mentioned were efforts to induce fellow workers 
to join a labor union. On February 15, Farley appealed his case 
to the local joint committee, and on February 20 his letter of 
appeal was read to that body by its secretary. The letter follows: 

I wish to enter a protest against my being discharged on the com- 
plaint of working against the plan of representation and intimidation 
of new employees. I also desire to know whether there ever was a com- 
plaint made against me on the above charge, as I was unaware there 
was ever any complaint made about me. 

Hoping that you will take this matter up at your next meeting, and 
grant me the privilege of a hearing, I remain, 


Yours truly, 
(Signed) JoHN J. FARLEY 


It was voted unanimously that action on this communication 
be taken. The case was heard on March 2, but the committee 


was unable to arrive at a decision. Farley thereupon appealed 
to the reviewing committee. The case came up before the review- 
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ing committee on March 26. At that hearing Farley was asked 
to tell his story. He said: 


No one ever accused me of threatening men in any way to make 
them join the union. I was not accused of anything like that, or of 
anything else for that matter, in the four years that I have been here. 
The first thing that I knew of any trouble was when I got my discharge 
slip. I went to Mr. Omstead, the foreman, and asked him what it 
meant. He said, “I’m sorry, but I have nothing to say.” I went home 
then and asked my friends in the shop to see if they knew what was 
meant by working against the plan of representation and intimidating 
the employees. They didn’t know any better than I. 

As a matter of fact, the only trouble I ever had, if you can call it 
that, was the day when Mr. MacNeil and Mr. Lunt knocked down the 
bearings on the second floor. I said to them, “You fellows should stay 
on your job and keep away from the bearings, for you will get hell for 
knocking the bearings down.” Then I heard they got grouchy about 
it, so I went over to Lunt and says, “Are you sore because I told you 
not to knock the bearings down? I didn’t tell you anything there that 
hurt you. If you thought there was anything wrong with what I said, 
why didn’t you say so? I thought I was within my rights to tell you 
to stay out of mischief.” 

Then Mr. Sweeney, the assistant foreman, came along. He asked, 
“What’s the matter?” I told him Mr. Lunt and Mr. MacNeil were 
sore and explained it all. He said, “You have no business giving 
orders. I think it is a shame to see you hounding these two fellows.” 
I believe he brought in something to the effect that I was hounding 
them because they would not join the union. That made me so mad 
that I almost hit him. I went right away to Mr. Omstead and told 
him, and the next day I began to take it up with the adjustment com- 
mittee to define our rights in those cases where we saw employees doing 
what they should not do. Were we within our rights in telling them 
to stop? 

That is all that happened. Five or six weeks after this, they handed 
me my discharge papers. Now all this that they said about my threat- 
ening men to make them join the union is not true. I asked them to 
put it up to them fair and square and let them decide. We don’t want 
men in the union who are not glad to come in. We can get along with- 
out them. 


After Farley had spoken, he was questioned by Stevenson, who 
acted as chairman, regarding what he had said to MacNeil, Lunt, 
and West. Farley denied having intimidated them in any way. 

Stevenson then called upon Lunt to testify. 

STEVENSON: When did you come to work for the company? 
Lunt: The first day of winter—the 21st of October. 


STEVENSON: How long had you been here before Farley approached 
your 
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Lunt: Two days. 

STEVENSON: Did you know him before? 

Lunt: No sir, I did not. 

STEVENSON: What did Mr. Farley say to you when he asked you to 
join the union? 

Lunt: Just asked me to join, and I said I’d think it over. 

STEVENSON: Did Mr. Farley say you could make more money if you 
joined? 

Lunt: He did. 

STEVENSON: Did he ever give you the understanding that he had power 
to make a man lose his job? 

Lunt: Yes. 

STEVENSON: Did he tell you that directly? 

LunT: Yes. 

STEVENSON: How did he say that to you? 

Lunt: He just said he had the power to fire men and that he had fired 
a Mr. Johnson, because Johnson was working against him. 
STEVENSON: Farley gave you to understand that he was a foreman? 

Lunt: Yes, a sort of foreman, a boss. 

STEVENSON: Did he tell you more than once that you would have to 
join the union or get out? 

Lunt: Yes. 

STEVENSON: When was that? 

Lunt: In January. MacNeil was with me. He asked us both. 

STEVENSON: Was that during working hours? 

LontT: Yes: 

STEVENSON: Were you at work the first time he asked you? 

Lunt: Yes, I was. 


Donnelly, workers’ representative on the committee, then asked 

a few questions: 

DonneLLy: You say you heard Mr. Farley tell Mr. MacNeil that he 
would have to get out if he did not join the union? 

LUN? Y és. 

DonneELLY: Did he say he would fire Mr. MacNeil if he didn’t join? 

Lunt: He said he and the other boys would make it so hot for us that 
we would have to quit. 

DonNELLY: Was Mr. Farley speaking to you or to Mr. MacNeil? 

Lunt: To both. 

DoNNELLY: Were you at your work or did you go over to his job? 

Lunt: I went over to his job that time. 

DoNNELLY: What did you go over to his job for? 

Lunt: I started in checking a fellow right back of his bench and as 
I was going there he called me over. He asked me to join the 
union and said I could get more money if I would do so. 
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DonneELLy: That was all? 

Lunt: I went over to MacNeil and told him what Farley told me 
about making more money and MacNeil and I went back again. 

DoNnNELLY: Back where? 

Lunt: To Farley’s bench. 

DonNELLY: What did you say then? 

Lunt: We talked with him and he said he would bring in our appli- 
cation on Monday to fill out. He took our names on a piece of 
paper. 

DonNELLY: Was that the end of it? 

Lunt: No. After that we went back again. 

DonNeELLY: You went back again to Farley’s job? 

Lunt: Yes. 

DonneELLy: That was three times you went to Farley? 

Lunt: Twice. 

DonneEtty: And MacNeil was with you both times? 

Lunt: No, he was with him only once, the second time that he made 
the threat. 

DoNNELLY: What threat? 

Lunt: That we would lose our jobs if we would not join the union. 

Donnetty: Didn’t you say that MacNeil was with you when you first 
went there? 

Lunt: When I first went there he asked me if I wanted to join the 
union, but I went over and asked MacNeil and we came back 
again, then he made the threat to MacNeil and me together. 

DoNNELLY: How long ago was that? 

Lunt: Two months ago, I think. 

DonneELLy: Your memory is very poor. 

Lunt: It is. 

DonNELLY: Now you said that you thought Mr. Farley was your 
boss. What made you think so? 

Lunt: He was telling me what my work was and telling me to go to 
places and what to do and what not to do. What started the 
argument was, I was helping a fellow tap out bearings and Mac- 
Neil in sitting down bumped up against a pile of bearings with 
his back and tipped them over when he tried to get up. 

DonNELLY: At the time you knocked over your bearings— 

Lunt: I did not knock them over. 

DonneELLy: At the time of the bearing incident did Mr. Sweeney come 
over to you? 

Lunt: Mr. Sweeney and Mr. Farley both came. 

DonNELLY: What did Mr. Sweeney say to you at that time? 

Lunt: He did not say anything at all. After Farley told us to get 
away from the bearings and go back to work, while I was there 
at the order-of-work board, Mr. Sweeney came over to me and 
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wanted to know how long Farley had been bossing me and I said 
ever since I came in to start work. 

DonNELLY: Did Mr. Sweeney say it was a shame to have Mr. Far- 
ley hound you or words to that effect? 

Lunt: I do not remember. 


The next man to testify was MacNeil. He was cross-examined 
by Stevenson: 


STEVENSON: When did you come to work for the company? 

MacNeEr: December 2. 

STEVENSON: How long had you been here before Mr. Farley approached 
you and asked you to join the union? 

McNett: About a month. 

STEVENSON: What did Mr. Farley say to you about joining? 

MacNEtt: Mr. Farley asked me if I would like to join the union. He 
told me that the union would probably help me to get a better 
job and more pay. I told him I would think it over. 

STEVENSON: Were you at your work? 

MACNEIL: Yes. 

SreveNsoN: Did he tell you anything at that time about his trying to 
get 100% of the men on the job into the union? 

MacNett: He told me he expected to have 100%, the entire plant, by 
April. 

Stevenson: And what were they going to do then? 

MacNEIL: They were going to present their demands for more pay. 

Stevenson: And if they did not get their demands what were they 
going to do? 

MacNEIL: They were going to strike. 

STEVENSON: Did he intimate to you at that time that if you did not 
join the union you would lose your job? 

MacNet: He told me that in the position I was in then that if I 
wanted anything, I could not very well get it unless I had some one 
to back me up and that if I joined the union they would back me 
up. He said he would ask me once to join the union and that I 
would either have to join the union or lose my job. 

STEVENSON: Did you talk the matter over with Mr. Lunt? 

MacNeEt: Yes. 

STEVENSON: Wasn’t Mr. Lunt with you at that time? 

MacNett: He came up while I was there. 


Donnelly then asked a few questions. 


DonneLty: At the time Mr. Farley told you that if you did not join 
the union you would probably lose your job, did he say that in 
the hearing of Mr. Lunt? 

MacNEIL: No, sir. 
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DoNNELLY: He said that to you alone? 

MacNEIL: Yes. 

DonneELLY: That was after Mr. Lunt had left you or before Mr. Lunt 
had left? 

MAacNEtt: It was after Mr. Lunt had left. 

DoNNELLY: But you gave him your application card before? 

MacNEet: I gave him no card. 

DoNNELLY: Well, your name and address then? 

MAcNEIL: No, sir. 

DoNNELLY: You gave him that before he made the threat? 

MacNetz: I—I think so. 

DoNNELLY: What would be his object in threatening you if you had 
already made application? 

MacNett: I cannot say. 


Then Stevenson called a third witness, West. 


STEVENSON: You came to work for the Callowhill Company when? 

West: The first of July last year. 

STEVENSON: How long had you been here before Mr. Farley had asked 
you to join the union? 

WEst: Just a few weeks. 

STEVENSON: About one or two or three? 

West: About a couple of weeks. 

STEVENSON: How did Mr. Farley approach you when he asked you to 
join the union? 

West: He came to me and asked me if I wanted to become a member 
of the union. I did not seem very much pleased about doing so 
and he saw that and told me that if I did not join the union that 
they were soon going out on a strike for a closed shop and that if 
they succeeded I would lose my job. 

STEVENSON: Did you tell Mr. Farley the reason why you did not care 
to join the union? 

West: I gave him no reason. 

STEVENSON: Did Mr. Farley talk to you again? 

West: The second time I went to him after I decided to join to avoid 
trouble. 

STEVENSON: Did you think his authority was that of an assistant fore- 
man or leading hand? 

West: I do not know, he seemed to assume that authority. 

STEVENSON: Did Mr. Farley speak to you about joining the union 
during working hours? 

West: Yes. 

STEVENSON: Do you understand that other men in the same depart- 
ment joined the union because they had been told they could not 
hold their jobs unless they did? 
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West: Well, three other men; two in the finishing department and one 
assembler that I know of; there may be others but I do not know 
anything about them. 


After West had given his testimony, Farley again took the 
stand. He was questioned by Donnelly. 


DONNELLY: Have you any statement you would like to make? 

Farry: I deny very much that I threatened any employee or discrimi- 
nated against them in any way, shape, or manner. 

DonNELLY: Did you approach these three witnesses during the work- 
ing hours? 

Farry: I deny that, except that I talked to Mr. Lunt during the lunch 
hour right after I had eaten my dinner at noon. 

DoNNELLY: Do you consider their statements untrue in that respect 
and regarding threats they said you made to them? 

Far ey: I do so. 

DonneELLy: Did you ever have any row with any one of these fellows? 

FarLey: No, I thought they were good friends. 

DoNNELLY: Did you ever have any trouble with Mr. Sweeney? 

FARLEY: We used to get along all right until he came back from his 
vacation when he showed considerable antagonism. He always 
used to praise me for the way I cooperated and saw that the new 
men learned the ropes, but when he came back from his vacation 
he started to get after me. That’s why I got so mad when he 
bawled me out the time I told Lunt and MacNeil to get away from 
the bearings. 


This concluded the testimony before the reviewing committee. 
In the discussion that followed, the employee members argued 
that the inconsistencies between the testimony of Lunt and Mac- 
Neil proved that they were not telling the truth. The manage- 
ment members maintained that the inconsistencies were negligible 
and that all Farley had done to show his innocence was to issue 
a blanket denial. 

The management members then moved as follows: ‘That the 
discharge of Mr. Farley was for cause and was justified.” The 
vote was equally divided on this motion. The employees’ mem- 
bers in turn moved: ‘That Mr. Farley was unjustly discharged.” 
The vote was equally divided on this motion. The case, therefore, 
was referred to the general manager for final decision. 

After further investigation and interviews, the manager issued 
the following memorandum on March 30: 


Case of John J. Farley: 
Three witnesses testified that Farley caused them to believe that un- 
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less they joined a labor union they would be forced directly or in- 
directly by union influence to leave the company’s employ. Farley’s 
reply to these charges was a general denial. 

The case was presented first in the district committee, the issue there 
deadlocked, and was appealed to the reviewing committee. Again the 
issue was deadlocked and it now is in this office according to due 
process for decision. 

In considering the evidence I found that it was desirable to meet 
the parties in order that I might form my own judgment as to the rela- 
tive weights that might be given to that evidence. In view of this 
being the first case coming under the plan of representation of intimi- 
dation of employees and also in view of the delay which has occurred, 
due to unavoidable causes, in my consideration of the case I have de- 
cided to restore Farley to the employment of the company, but in 
another department and with loss of pay while out. This to take effect 
on next Monday morning. 

Attention is called to the existence in the plan of representation of a 
special paragraph prohibiting discrimination, which indicates the im- 
portance attached to it. 

Farley’s testimony shows that he was engaged in union activities in 
the plant during working hours, which is entirely out of order. Em- 
ployees are paid to perform definite work and when on duty must 
confine their activities to such work. They are not to engage in any 
other activities during working hours. 


CoMMENTARY: In view of the efforts that had been made to unionize 
the working force of the Callowhill Company, this case potentially had 
far-reaching results. From the company’s standpoint, it was highly 
important that Farley should not be able to pose as a martyr to the 
union cause. The management also would have made a mistake had it 
taken action that could have been interpreted by the employees as an 
effort to force a shop committee plan upon them in lieu of unionism. 
The employees would have reasoned that if the management feared 
unionism they would gain by it. 

The testimony of the witnesses was vague and inconsistent. The 
witnesses probably were embarrassed because they were accusing an 
aggressive union leader before a committee whose employee members 
were union men. The foreman at whose order Farley was discharged 
did not speak in his own behalf. He may have felt no obligation to put 
forth his side of the story or he may have wished to avoid an argument 
with Farley. Since this case arose approximately one year after the 
employee representation plan was established, the foremen in the plant 
probably were not used to defending in the works council any of their 
actions which were criticized there. This condition would correct itself, 
no doubt, after the foremen had met several reversals in committee 
hearings because they failed to defend their actions adequately. 
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Farley seems to have been an aggressive, domineering individual who 
sought authority and assumed prerogatives beyond his scope of duty. 
No doubt he was talkative and made statements which he could not 
support. Farley testified that his anger was aroused upon one occasion 
when his sub-foreman reproved him for intimidating employees; it 
may be inferred that the foreman’s charge struck home. Farley’s state- 
ment that the union did not wish members who had to be coerced to 
join it, certainly was inconsistent with his alleged behavior in urging 
employees to apply for membership in the organization. 

The case as reported shows the need for the manager’s endeavor to 
obtain further knowledge of the characters of the people involved in 
the controversy. As the evidence offered was conflicting, he found it 
necessary to become acquainted with the people offering the evidence 
in order to attach relative weights to their versions of Farley’s conduct. 

In his statement, Farley protested his innocence of any infraction of 
shop rules with one exception: he admitted that he went out of his 
way and perhaps exceeded his authority in reprimanding two fellow 
workers for carelessness. In his letter, Farley asserted that he was 
discharged because it was thought that he had spoken against the plan 
of employee representation and had attempted to coerce new employees 
into joining the labor union. Neither the foremen nor the manager of 
the company in the reported testimony took issue with this interpreta- 
tion of the discharge, nor is it reported that Farley was warned that 
a continuance of his unionizing activities in the plant would result in 
discharge. 

Whatever the personal motives of the foreman who ordered Farley’s 
discharge, it is clear that one of the management representatives in the 
hearing tried to establish only the fact that Farley had been engaged 
in activities apart from his regular duties during working hours. Per- 
sistent conduct of that character, no matter what the specific nature 
of the extraneous activity, would have been a proper ground for dis- 
charge. 

It was not proved that Farley was discharged for “working against 
the plan of representation.” Such an act certainly would have dimin- 
ished employee favor for the shop committee arrangement. Employee 
representation cannot function to best advantage unless it is supported 
voluntarily by both employer and employees, and any coercive tactics 
on the part of the employer to obtain employee support for it are likely 
to prejudice employees against the relationship and to destroy its use- 
fulness. Nevertheless, Farley was able to put this interpretation upon 
his discharge. His assertions that his unionizing activities and his 
opposition to the plan of employee representation were the grounds for 
his discharge apparently were believed by the employee committee- 
men. This would indicate that the management at the time did not 
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enjoy the confidence of the employees. The assertions probably would 
have been believed also by many other employees if Farley’s discharge 
had been allowed to stand. Those employees would have accused the 
company of discriminating against union employees in violation of the 
promise contained in the text of the plan of representation. Because 
Farley’s discharge was subject to this interpretation, and because of 
the employees’ suspicions of the company, it was expedient for the 
manager to reverse the discharge, whatever the degree of truth in 
Farley’s assertions. 

The manager, in reemploying Farley, had to place him in a depart- 
ment other than the one in which he previously had worked. Had the 
manager returned Farley to his former position, friction would have 
arisen between Farley, his employee accusers, and the foreman, and 
this friction would have harmed morale in the department. 


May, 1926 J. W. R. 


CHAMPLAIN STEEL CoMPANY?! 
MANUFACTURER—IRON AND STEEL 


Wacres—Adjustments in Earnings for Employees Changed from 10-Hour to 
8-Hour Working Day. In 1918 the basic workday of some types of 
employees of a steel company was changed from 1o hours to 8 hours 
without any increase of wages except that after 8 hours, overtime rates 
applied. In May, 1919, a period of slack demand for steel products, 
those employees, through their employee representatives, asked for 9 
hours’ pay for 8 hours’ work and, in addition, for a flat raise of 16 2/3% 
in wage rates. They founded the request on comparisons with the in- 
creased hourly wages of 12-hour men who had likewise been placed on 
the 8-hour day payment basis, both in the same plant and throughout the 
industry. After numerous hearings provided for by the company’s 
employee representation plan, it was decided that the requests should 
be granted, except that the flat increase was fixed at 10%. 


Workinc Conpitions—Equalization of Hours of Work by Extending 8- 
Hour Day in Plant. In 1917 and 1918 a steel company gradually had 
substituted three 8-hour shifts for the two 12-hour shifts previously 
effective in many of its departments. Increases in hourly earnings 
helped to offset the loss of income otherwise imposed by that change. 
Departments doing other types of work and working to hours, although 
granted somewhat increased daily wages for a basic 8-hour day, had to 
continue working 1o hours in order to obtain the wage increase. In 
1919, representatives of the 10-hour employees asked for an actual 
8-hour day with wage increases proportioned to those already granted 
the former 12-hour men. The representatives gave assurances that the 
men would do in 8 hours as much as they had done in 10, The com- 
pany decided to grant the request for the 8-hour day, although at a 
wage increase proportioned to that granted for similar work in the 
industry. 

(1919) 

In May, 1919, when the employee representation plan of the 
Champlain Steel Company had been in force less than three 
months, the representatives of the mechanical, maintenance, and 
yard employees, the three groups in the plant which were working 
ten hours daily, submitted the following request for consideration: 

Wages in our departments to be increased at once as follows: 1212% 
for eight-hour basic day with time and one-half for overtime; in addi- 
tion, a wage increase of 167470. 





1 Fictitious name. 
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In brief, the employees asked for an actual working day of 
8 hours instead of ro hours; for 9 hours’ pay, at the existing 
rates, for the 8 hours’ work; for time and one-half for overtime; 
and, in addition, for a 16 2/3 % increase in wage rates. 

The Champlain Steel Company was a self-contained steel works 
with blast furnaces for making pig iron; Bessemer and open- 
hearth furnaces for making steel; blooming mills for making 
steel ingots; and finishing mills for producing bars and shapes. 

The Champlain Steel Company’s plant was conducted as an 
open shop. Although a number of the employees were known 
to be unionists, no union was officially recognized by the com- 
pany’s executives, nor were the unions actively endeavoring to 
secure recognition from the company. A large number of the men 
in the mechanical and maintenance departments were skilled me- 
chanics who had been in the company’s employ for many years; 
the yard crew was composed chiefly of unskilled men. These 
three groups made up approximately 30% of the total number of 
men employed by the company. No strike was anticipated on 
this issue even if the management refused the employees’ request 
in all its phases. 

Until 1917 the company’s blast furnaces had been manned and 
the various operations of steel making performed by two consecu- 
tive shifts of men, each shift lasting 12 hours a day. Men of these 
shifts were referred to as “turn men.” The mechanical and main- 
tenance employees and the yard laborers worked a single 10-hour 
shift each day. For the remaining 14 hours of each day the 
men in the mechanical, maintenance, and yard forces ordinarily 
were not in the plant. Just before and during the World War, 
the work of the turn men gradually was changed from 2 shifts 
of 12 hours each to 3 shifts of 8 hours each. The mechanical, 
maintenance, and yard crews continued to work 10 hours daily. 

Six general wage increases, each of the first five amounting to 
10% of the previous wage rate, and the last to 1 5%, had been 
made by the Champlain Steel Company since the beginning of 
1916. The dates of the increases were: February 1, 1916; May 
1, 1916; December 15, 1916; May 1, 1917; October 1, 1917; 
and April 15, 1918. 

Although the transition of the turn men from 12-hour to 8-hour 
shifts was gradual, the change had included a substantial number 
of the men by April, 1918. The company, in making this change 
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in hours, was aware that wages would be cut one-third for the 
men involved if no adjustment was made in their earnings per 
hour. The company decided, therefore, that each turn man whose 
work was reduced to 8 hours daily should receive for his 8 hours 
of work wages equivalent to 10 hours’ pay at his rate on the 
12-hour basis. 

On August 1, 1918, there was a further general wage increase 
of 10% in the iron and steel industry, which was also granted 
by the Champlain Steel Company. Late in September, 1918, the 
United States Steel Corporation announced the adoption of the 
8-hour basic day with time and one-half for overtime. Shortly 
after this change was announced, other iron and steel mills, with 
few exceptions, stated that they would follow the lead of the 
United States Steel Corporation. That company had been paying 
common laborers 42 cents an hour, and after October 1 these 
men were to receive $3.36 for 8 hours, $4.62 for 10 hours, and 
$5.88 for 12 hours. 

Thus the “three divisions,” for 10 hours’ work, received 11 
hours’ pay at the old rate; and the turn men, for 12 hours’ work, 
received 14 hours’ pay at the old rate. In effect, therefore, this 
announcement meant a 10% increase in earnings per day for 
workmen employed 10 hours a day and a 16 2/3% increase in 
daily earnings for men working 12 hours a day. In view of the 
existing scarcity of labor, only a few steel companies limited the 
work of their turn men to 8 hours. In the industry generally the 
“basic 8-hour day” resulted in a wage increase but not in a lessen- 
ing of hours worked. 

The Champlain Steel Company, which already had inaugurated 
the 8-hour day in its iron- and steel-making departments, made 
an adjustment on October 1, 1918, when the 8-hour basic day 
was accepted generally, whereby men employed in those depart- 
ments received a wage increase of 16 2/3%. This increase was 
stated to be in part for the purpose of equalizing the earnings of 
the company’s iron- and steel-making employees with the earn- 
ings of men doing similar work for other companies but actually 
working 12 hours a day. 

The mechanical, maintenance, and yard departments, which 
still were working 10 hours daily, were granted the basic 8-hour 
day with time and one-half for overtime. Although that allowance 
constituted for those employees an increase of 10% over their 
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former daily earnings, the increase was obtainable only if the men 
worked 10 hours. The turn men, however, for 8 hours’ actual 
work received ro hours’ pay, or a 25% advance in hourly earn- 
ings, and their base rates also had been increased 16 2/3%. The 
latter increase had not applied to the mechanical, maintenance, 
and yard employees. 

It was on the basis of these adjustments that the men in the 
mechanical, maintenance, and yard departments made their de- 
mands in May, 1919, asserting that an injustice was being done 
them in view of the wage increases that had been granted the 
men working only 8 hours in other departments. 

In the closing weeks of 1918, war work still was an important 
factor in steel-plant operations. The policy of the United States 
Government was to make gradual readjustments in order to avoid 
causing unemployment in so far as possible. The Allied govern- 
ments, however, canceled their contracts rapidly. 

Iron and steel manufacturers made price reductions in the 
middle of December, 1918, ranging from $4 to $6 a ton on 
finished material. The United States War Industries Board, 
which had fixed steel prices during a part of the war period, 
ceased to function on December 31, 1918. There was an open 
market for iron and steel products after that date. 

The iron and steel market was uncertain during the early 
weeks of 1919. Consumers hoped for substantial price reductions. 
In trade journals it was asserted that buyers were hesitant and 
that a period of unemployment in the industry seemed probable. 

In February, 1919, Redfield, Secretary of the Department of 
Commerce, outlined a plan for price stabilization, and later the 
Industrial Board of the Department of Commerce was created 
in pursuance of this plan. One of the first conferences that this 
board held was with a committee of steel manufacturers on March 
19. On the afternoon of March 20, the Industrial Board an- 
nounced price reductions ranging from $4.25 a ton on pig iron 
and $5 a ton on steel billets to $10 a ton on standard rails, as 
agreed in the conference. Sponsors of the conference hoped that 
these reductions would lead users to place orders which had been 
postponed pending the outcome of the conference. The quantity 
of the products ordered at the “Board prices,” however, was 
small. 

Early in April, the Railroad Administration refused to pay the 
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prices for rails that had been announced on March 20. These 
were $45 a ton for Bessemer and $47 a ton for open-hearth rails. 
The Railroad Administration endeavored to obtain lower prices, 
but the steel manufacturers replied that wages would have to be 
reduced before the “Board prices” could be lowered. The dis- 
agreement between the Railroad Administration and the Indus- 
trial Board lasted several weeks. On May 9, the members of the 
Industrial Board resigned, and all governmental efforts to stabilize 
iron and steel prices were abandoned. 

At that time approximately 1,000,000 tons of steel were ordered 
by several automobile companies, and signs of slight improvement 
appeared in the steel trade. 

One reviewer outlined the situation during the early months 
of 1919 as follows:? 


The general reduction in prices effective at the first of the year was 
followed by a readjustment of old contracts to the new levels, but these 
measures, taken voluntarily by the producers to inculcate confidence 
in the market, did not stimulate buying. On the contrary, consumers 
continued exceedingly cautious and when they did buy, demanded guar- 
anties against declines. Their timidity was encouraged by disquieting 
reports of growing unemployment emanating from the large industrial 
centers, which added strength to the belief that the country was entering 
a period of depression. 

....Interest in the market seemed on the verge of a revival when the 
government’s plan of price stabilization caused consumers to resume 
a waiting attitude. When the so-called Redfield prices were finally 
announced on March 21, it was felt that the final obstacle in the way 
of business activity had been overcome. A new element of uncertainty 
developed, however, when the Railroad Administration refused to buy 
at the new prices, despite the fact that the principal reason for their 
creation was to make way for large Government purchases. The con- 
troversy between the Director-General of Railroads and the head of the 
Industrial Board, the sponsor of the stabilization plan, continued for 
several weeks, finally resulting in the resignation of the latter and the 
inauguration of an unrestricted market.... The Railroad Administra- 
tion, notwithstanding its strenuous objections to the plan of March 21, 
found no mills willing to make concessions and finally, towards the 
end of May, purchased 200,000 tons of rails, under protest, at the In- 
dustrial Board prices. 

....Despite the slow recovery of confidence in the market, the prices 
of most products remained firm. 


On May 6, 1919, the president of the Youngstown Sheet and 





2 Tron Age, January 1, 1920, p. 46. 
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Tube Company said that he was opposed to any reduction tn 
wages at that time because the workers were suffering the equiv- 
alent of a wage reduction by reason of intermittent employment. 
At that time Jron Age reported 212 active furnaces in contrast 
with 372 active furnaces on September 1, 1918, the peak record. 
Figures showing production and prices during 1918 and the first 
part of 1919 are given in Exhibit 1. 


EXHIBIT I 


PRODUCTION AND Prices oF Pic IRON AND STEEL, JANUARY, 
1918, TO APRIL, 1919 








PRopUCTION, IN MILLIon Gross Tons Prices, {t PER Gross Ton 
Date i, 4. < Mn Jee, hen Rea eel 
pete sted eeeiabagh tap ieee 

1918 
January 2.40 1.76 $37.25 $47.50 
February Deagee TO 37225) 47.50 
March Beak 2035 Byes 47.50 
April Bay 2.41 30.15 47.50 
May 3.54 2.51 36.15 47.50 
June Bee 2.41 36.38 47.50 
July 3.41 2.46 36.60 47.50 
August Bae Ons n 36.60 47.50 
September 3.41 Dest 36.60 47.50 
October 3.48 2.59 36.60 47.50 
November Bo as 2S 36.60 47.50 
December BoB omen 36.60 45.50 

I91Q 
January Basa QeAe 33.60 43.50 
February 2.95 22h 33.60 43-50 
March 3.00 2.28 32.54 42.25 
April 2.49 1.84 29.35 38.50 





*Standard Daily Trade Service, May 26, 1919, p. 412. 
tron Age, May 8. ror19, p. 1248. 
t/bid., January 1, 1920, p. 52. 


The following discussion took place in the shop committee of 
the Champlain Steel Company in May, 1919, when the demands 


of the mechanical, maintenance, and yard employees were pre- 
sented formally. 


Knicut (E)*: I would like the opportunity to explain briefly some 
reasons why this request is made to the company. 

In making our request for a 1214% increase—really 9 hours’ 
pay at the present rate for an 8-hour day—time and one-half for 
overtime and, in addition, an increase of 1624%, we are guided 
by past and more recent developments in industry. Some time ago 





8 (E) signifies employee representative; (M) signifies management representative. 
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the steel industry adopted the basic 8-hour day. On October 1, 
1918, the Champlain Steel Company accepted the 8-hour propo- 
sition. We were working with heads down, to the maximum of 
our ability; satisfied with what we got, watching for the great sign 
of victory on the other side—knowing it was to come. Finally it 
did come and the pressure was removed. 

We realized later on something was gone; we looked at our pay 
envelopes; they didn’t look as healthy as they should. They were 
underfed. 

When arrangements were being made at this plant for the 8- 
hour day, and the gradual elimination of 12-hour shifts a year ago,* 
some men were granted flat increases including 2 hours’ extra 
pay, on top of the raises then taking place about every 6 months. 
Later they were granted a flat increase of 1674% in addition.” 

The mechanical department and others in the divisions we rep- 
resent felt that they lost something. We had gone on a basic 8- 
hour proposition, and in order to get advantage from the 8-hour 
adjustment we had to work overtime. We had to work overtime 
or we got nothing in the way of increase. We talked the matter 
over and one fellow was bold enough to say, “It was a dose of 
chloroform.” That was the sentiment. The difference between 
the settlements with the mechanical department and with the men 
on turn was too marked—no comparison at all. There should be 
no reason why all men are not treated equal in this affair. 

CHatRMAN: Mr. Andrews, you also represent men making these de- 
mands; what have you to say? : 

Anprews (E): I can add nothing to what Mr. Knight has said, and I 
do not wish to take up any time unnecessarily. 

CHAIRMAN: Are there any other arguments to be made in favor of this 
proposition? 

(Pause) 
Mr. Wilson, do you care to say anything? 

Witson (Supt. of Plant): I talked to the representatives who were 
bringing forward this proposal a month or so ago, and I can add 
nothing to what I said then. During the war period we made the 
same percentage increases that were made in other steel plants in 
this district and throughout the country. These 1o-hour men in 
the maintenance and yard departments have been receiving these 
increases. 

In the case of men on turn, whose shifts were reduced from 12 

to 8 hours, the company felt that an adjustment was due them. 

So we went 50-50 on the proposition; the men, for 8 hours, re- 

ceived 10 hours’ pay at the old rate. When the 8-hour basic day 

was put into effect generally in the industry the first of last Octo- 

4 April, 1918—Adjustment in wages by Champlain Steel Company when daily 
working hours of turn men were reduced from twelve to eight. 

5 October 1, 1918—Adjustment in wages made by Champlain Steel Company 

when the steel industry adopted the basic eight-hour day. 


348 


HARVARD BUSINESS REPORTS 


ber the question came up—what would be the fair thing to do for 
the turn men working 8 hours. We felt that they should have an 
increase of 1624%, since men working the 12-hour turn would, 
under the basic day arrangement, receive 14 hours’ pay for 12 
hours’ work, or % increase. 

Any fellows who are qualified and want to go on 8-hour turn— 
if they think we did so much for the 8-hour men—can put in their 
applications with the employment office. The men understand that 
they have this privilege, and yet there wasn’t one that made such 
a request. This would indicate that they really didn’t feel that 
work and wages paid on 8-hour turns were more desirable than 
their jobs. 

Take the demand made and see how it works out. A machinist 
getting 70 cents an hour would be increased as follows: 





Nine hours’ pay for eight hours’ work.......... $6.30 
Invaddition, 1674 oMinicreasé-) ca toy ea tee 1.05 
Pay for eioht: hours. «cscs tee ae oe eine $7235 
Rate: per: Woury.. oars aivce won ss eaeiae ates 917 


I do not see how we can justify such hourly rates. I understand 
that the Steel Company’s highest rate for machinists is 
76 cents. You fellows know how we have been running recently— 
piling up pig iron and billets simply to keep men employed. It 
isn’t good business, and in view of such a business situation how 
can we think of paying a machinist 90 cents to $1 an hour and 
continue to compete with other steel plants? The union demand 
is 85 cents and it isn’t established. The union scale has been 65 
cents, and they now propose to make it 85 cents. I do not see 
how we can pay way above the union rate and continue to com- 
pete with other plants in the industry. That’s all I have to say. 





Knicut (E): If other departments can be increased, why can’t our 


department be increased to an equal extent? By arrangements 
made with turn departments, men there are making slightly under 
$1.02 an hour. They are making $8.15 for 8 hours; before, they 
were making $8.40 for 12 hours. There is an increase in these 
men’s hourly rate of 32 cents, whereas we ask for an increase of 
21 cents an hour or 11 cents less an hour. 


Witson (M): That adjustment was made when the men went from 12 


hours to an 8-hour basis. The 12-hour turn was not a human 
way of working, and in order to change but still leave the earn- 
ings of the men high enough to meet the cost of living, and taking 
into consideration what these men could get in other plants if 
they wanted to work 12 hours, we felt that the adjustment made 
was fair. 


Knicut (E): When you change a 12-hour department to 8-hour shifts 


you are thereby adding one-third more men. Consider what that 
must cost you. In our case I have the assurance of the different 
men in my division that if this request can be granted they will do 
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their very utmost to accomplish in 8 hours the same work they are 
now accomplishing in 10 hours. You will not have to hire more 
men on account of the shorter working day. 

Witson (M): I’m mighty glad to hear such an expression, and per- 
sonally I am in favor of an 8-hour day throughout the whole 
works, yet I cannot see how we can get on to that basis by accept- 
ing this proposal which results in hourly rates above those of 
other industries around us, including union shops. 

Knicut (E): This proposal will cost you less in the long run. If you 
can get the output for less money, the hourly rates cut no figure. 

On the average your departments would not cost you any more, 
and the average wage would not come up to the standard union 
scale. We have not got flat rates here, although the top rates 
paid are up to the rate proposed by the union organization right 
now. 

Witson (M): Another thing; remember that employment here is more 
continuous than is the case with most union-controlled work. For 
instance, carpenters are off rainy days; here carpenters are em- 
ployed steadily. No doubt we could reduce our costs a great deal 
if we could dispense with men whenever orders start to fall off. 

Knicut (E): Most union shops pay double time for Saturday after- 
noon and Sundays. 

CHAIRMAN: Some pay double time, others pay time and a half. The 
minimum standard is 80 cents effective the first of this month; it 
was 65 cents before. The 8-hour basic day was our last increase. 

Knicut (E): I do not even admit that it was an increase. We are 
practically 8-hour men at this plant. If we put on our coats at 
the end of 8 hours, 8 hours’ pay would be all that we would get 
and the adjustment of last October is gone if we do not work over- 
time. 

CHAIRMAN: Don’t you prefer a steady day job? 

Knicut (E): Speaking from my standpoint, I have the honor of work- 
ing with a department that has a union organization. We work at 
the direction of our superiors any hour of the day or night. We 
get the same regular pay for night as day. 

Witson (M): That doesn’t answer the question. Any one would prefer 
to do day work. Suppose we pay $1 an hour and the union rates 
for the same men are 80 cents an hour—can you prove to me 
that our men do one-quarter more work than union machinists 
and therefore are entitled to one-quarter more pay? 

Knicut (E): If our request is granted, we will show you that the 
work is done for go cents that you used to pay $1 for. If you 
get for 9 hours’ pay the same work that cost you 10 hours’ wages 
at the same rate, you ought to be glad to make the deal since your 
liability is decreased one-fifth. You have a man on your hands 
one-fifth less time. 

Witson (M): Why should we not have the maximum efficiency of men 
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we have got here at the present rates of wages? —They compare very 
favorably with the rates paid in other industries. I don’t see why 
any man should be doing only 8 hours’ work in ro hours. 

CHAIRMAN: You are asking the company to do something that the 
union doesn’t demand. 

KNIGHT (E): We are asking for a rate that should have been estab- 
lished some time ago. 

CHAIRMAN: Our neighbors in the steel business have just as efficient a 
method of operating as we have. If we have parallel efficiency 
and the same wages, then we can meet competition, otherwise we 
cannot. 

Knicut (E): We assure you that if you grant us the 8-hour day we 
are willing to give the assurance about not having to hire more 
men to do our work. 

Witson (M): That is going pretty strong. That seems to me as though 
the men were not working as efficiently as they should work in 
ro hours. 

Knicut (E): When a man starts out on a r1o-hour gait he doesn’t 
begin as briskly as he does starting out on an 8-hour gait. 

MATTERN (M): We have not been able to get a pipe fitter in the blast 
furnace department since going on the 8-hour shift there. We tried 
to persuade pipe fitters in the maintenance department to come 
with us. Why didn’t the maintenance men want to work on the 
8-hour jobs? 

Lewis (M): We scoured the shops for millwrights, and the competent 
men we had refused to take 8-hour jobs in preference to their 
work in the maintenance department. This is evidence in itself 
that 8-hour jobs do not suit them. It shows that we did not do 
too much in the adjustment for the turn men when we adopted 
the 8-hour shift. 

May I ask Mr. Andrews, who represents the machinists and 
the blacksmiths, whether a majority of the men in his division 
are making this demand, or to tell us what percentage of the men 
in the diyision are behind this movement? 

Anprews (E): All men in the division represented by Mr. Knight 
and myself attended a meeting yesterday, and they were all in 
favor of this demand. 

Barton (M): How many of the men employed were in the meeting? 

ANDREWS (E): Ninety-five per cent 

Witson (M): If I were working in the shop, I would be for it too, 
but the question for this council, which represents the whole plant, 
is whether any injustice would be done if this demand were granted. 

ANDREWS (E): I do not know why men in these divisions do not want 
to take 8-hour shift jobs. 

Cuartes (M): There was a committee of four machinists in my office 
the other day who wanted to tell me that they were not in on 
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this deal. They have more sense than to ask for this increase. I 
gave them time for a meeting. , 

ANDREWS (E): The men from the machine shop told me that they had 
seen Mr. Charles on this matter and that he had given them some 
time to hold a meeting, and I agreed that it was the proper way 
to go about making this demand. I opened the meeting which was 
held yesterday by saying that I was going with the men, and we 
put it up to a vote. 

CHAIRMAN: How did you take that vote? 

ANpREws (E): We told the men who were in favor to stand to the 
right of the shop and those opposed to stand on the left. The 
vote showed the men to be in favor of the proposition. 

Lewis (M): The committee that called on Mr. Charles made it clear 
that there was a serious misunderstanding. Before they left they 
said they would be willing to go on record before the council and 
explain their stand on the question. 

CHAIRMAN: Why didn’t you take a secret ballot? 

Witson (M): The question is whether the men in the maintenance 
and yard crews feel that they are suffering an injustice. I might 
vote in favor of such a demand even though I was not getting any 
injustice. 

Anprews (E): The men claim that they must do more than 8 hours’ 
work in order to get any extra pay under the October adjustment. 
They are still working for the old rate. 

Witson (M): We have done just as much for the single-shift men as 
have other plants. 

Knicut (E): I make the motion that the employees of the divisions 
of maintenance and shop be granted an 8-hour workday, 9 hours’ 
pay, time and a half for overtime, and in addition an increase of 
1624% effective immediately. 

AnpREwS (E): I second the motion. 

CuarrmaNn: Is there anything further to be said on this matter? 


After a brief discussion the matter was put to a vote with the 
following results: 


Management representatives in favor......--.++.++--- Oo 
Management representatives not in favor..........-.. 15 
Employee representatives in favor......----++++++++++ 9 
Employee representatives not in favor.........-.+.++-+-- 6 


The motion, not having been passed by a majority of both the 
management and the employee groups, was declared lost by the 
chairman, who suggested that a compromise measure might be in 
order, or that either side could refer the matter to the company’s 
president. Neither of the representatives active in introducing 
this motion made any statement, and the assembly adjourned. 
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Several days after the meeting just described, an informal com- 
mittee, representing a portion of the men in the mechanical, main- 
tenance, and yard departments, called on the secretary of the 
joint assembly and requested permission to appear before the 
assembly and state its position on the request for increased wages 
made by Knight and Andrews. The secretary obtained the 
signatures of a majority of the management and employee repre- 
sentatives in the assembly to a call for a special meeting in which 
discussion of that wage demand was to be resumed. A week after 
the first meeting this special meeting convened. The following is 
a transcript of the discussion that took place. 


CHAIRMAN: Gentlemen, this is a special meeting to resume considera- 
tion of the wage demand discussed at our last regular meeting. 
There is a committee that desires to be heard, and this committee 
awaits our invitation to speak at this meeting. Is there any objec- 
tion to inviting this committee before us at this time? It is com- 
posed of Messrs. Klinesmith, Gray, Shelkoff, Wolowski, Paul, and 
Golden, representing machinists, boilermakers, and structural shop. 


There was no objection and the committee entered. 


CHAIRMAN: Mr. Klinesmith, will you take the floor? 

KLINESMITH (Committeeman): We ask a withdrawal of the request 
for an 8-hour day, 9 hours’ pay, time and one-half for overtime, 
and in addition 1624% increase. The majority of the machinists 
were opposed to this affair. It was a matter of only a day or two 
after the plan of employee representation was adopted by the 
company that this demand was brought to light. We do not think 
this matter has had thorough consideration in the time it has been 
before you and we ask for reconsideration and, as well, withdrawal. 

We had a meeting in the pipe shop; there were only a few men 
there. It was the few who put this thing through; it wasn’t the 
majority of the thinking men of the department. When it was 
passed by us, nobody seemed to know anything about the affair 
until three or four days afterward. The machine shop got together 
and wanted to know whether or not we wanted this thing. 

It had not been put up in the proper way. We went before the 
master mechanic and asked for our department to withdraw from 
the affair. We didn’t believe it was the right time to make such a 
demand. He stated it was hardly possible to withdraw and asked 
us to get together and hold a vote. The meeting was held in the 
pipe shop, and a vote was taken on the proposal. All those in 
favor went to one side, and those opposed went to the other side 
of the shop. I thought this was unsatisfactory and a request was 
made that a secret ballot be taken on the matter. We obtained 
permission and held the ballot. The result did not tally with the 
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public expression. Then we came before the secretary of this 
assembly and asked to be heard. 

CHAIRMAN: Mr. Gray, may we hear from you? 

Gray (Committeeman): During the war such a request as this would 
have been viewed as a very unpatriotic affair. When this matter 
was considered first, things were different than they are now. 
Business seems to be in a balance. Many of the plants here are 
laying off men, and some work three or four days a week. This 
company has employed only returned soldiers and sailors since 
the armistice. Recently we have had talk of reducing the amount 
of money asked for. At a meeting of the men this was discussed 
and then on the spur of the moment the 1624% increase was 
brought up and voted for almost unanimously. Many of the men 
had not taken time to consider the subject. The secret ballot 
showed no agreement. The fact that there were a dozen more 
ballots in the box than men who voted shows something unfair. 
Opinion seems to be divided three ways. One class seems to think 
that if they vote against the demand they are taking something 
from their fellow workmen; a second group regard the time not 
proper and amount of the demand unreasonable; the third group 
drift with the tide. 

Then there’s another point to consider. We must have men of 
all trades on all jobs at all times in case of breakdown. There’s 
extra hours to be filled in by extra workmen. 

The present rates paid here are about the highest in this dis- 
trict. Although some of them are not quite up to standard rates, 
where, in this district will you find higher ones? There are hun- 
dreds of workmen willing to work for this company at these rates. 

CHAIRMAN: Mr. Shelkoff, let us hear from you. 

SHELKOFF (Committeeman): The men of my department as a unit 
seem to be against this proposition. The time is not ripe. We 
realize that the cost of living is going up instead of down. Ask 
any man if he is in favor of a 1624% increase, and he is only too 
glad to say: “Sure, fellows, go ahead with it.” That’s the propo- 
sition put up before the men in these divisions. 

We feel that we do not like to discourage men in other depart- 
ments, but we feel that this demand should be modified. As far as 
the men I speak for are concerned, we would like to withdraw this 
request until times warrant it. 

CHAIRMAN: Are there any questions that any members of this body 
wish to ask the committee before us? 

ANpbrEws (E): I would like to ask the committee whether they repre- 
sent the majority of their divisions? 

Gray (Committeeman): We represent 99% in favor of withdrawal 
and 1% against. This was done on the spur of the moment. On 
the secret ballot, opinion was entirely split. A slight majority was 
in favor of putting it through. There were 11 more votes cast 
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than voters. The ballot showed 70 for putting it through and 55 
against it. 

CHAIRMAN: How many men have you talked to on this? What is 
your best guess as to percentage of men in the shop whom you 
feel you now represent? 

Gray (Committeeman): All of them. Our shop is almost solid against 
putting this through at the present time; there might be a few 
exceptions. 

Anprews (E): In regard to the secret ballot, how many ballots were 
there? 

CHAIRMAN: This body was told there were 144 ballots in the box. The 
proposition was lost 55 to 70. There were 144 votes and only 125 
accounted for. Did the tellers make a signed report? 

ANpbREWS (E): They did not. 

CHAIRMAN: This matter was left in the employees’ hands, but prob- 
ably was not so well organized as it would have been if it had 
been conducted by the plant assembly. The important thing for 
us is not the detail of this ballot, but to judge the substance of the 
remarks of this committee. 

Anprews (E): We thought it best to make the ballots as small as 
possible to eliminate any writing. Some of the men were not very 
expert in writing. In one square we had “Against withdrawa Si 
and in the other square we had “For withdrawal.” The men were 
to put a cross in whichever square they were for. 

CuarrMan: Any other question to be asked? (Pause). Any other 
statements which the committee would like to make? 

KurnesMitH (Committeeman): I went through six different depart- 
ments yesterday afternoon and had quite a talk with some of the 
men. One fellow said he did not think this much of a time to put 
a thing like this through. He said, “You know how the gang is; 
if I came out and voted, you know how they would treat me.” In 
two other shops several of the men made the same statements. 
So, I believe that a lot of these men vote with the bunch whether 
they are in favor of a thing or not. 

CHAIRMAN: What is your frank opinion as to the number of men in 
your department who have the sentiment you just expressed? 
KuinesmitH (Committeeman): I figure in our own shop 4 out of 64 
in favor of the thing standing as it is, 12 would be opposed; a 
little talking one way or another would swing them. I talked to 
5 or 6 in the structural shop, who think the time is not ripe. There 
are 4 out of 20 at least among the blacksmiths who are not in 

favor of it. 

Gray (Committeeman): In my department I find that those who are 
for this increase do not seem to take into consideration what it 
means. Apprentices look at it as more money for them. In other 
cases, men are really illiterate. They do not consider anything. 
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Naturally, they are for the proposition, but I will say that about 
half the men I talked to favor the increase. 

SHELKOFF (Committeeman): In my shop at least 99% are in favor 
of what we have spoken about. 

FourTH CoMMITTEEMAN: I could not exactly say, but I figure that 
75%. in my department are for withdrawal of the demand. 

FrrTH CoMMITTEEMAN: I have spoken to some men in our gang who 
seem to think the men are crazy to ask for such a thing at this 
time. 

StxtH CoMMITTEEMAN: As far as I can see, they are almost unani- 
mously against it. Those who voted for it were confused by the 
ballot. They thought that “For withdrawal” meant for the in- 
crease. They misunderstood the ballot. 

CuHarIRMAN: Any further questions to be put to the committee? 


There were no questions. 


CizaiRMAN: Members of the committee, I wish to thank you for the in- 
terest you have taken in this matter and for the facts you have 
brought before us. Whenever you feel that you want to be heard 
by this council, it is your right to ask for that privilege, and I 
am sure we will be glad to hear from you. 


The committee then retired. 


CHAIRMAN: We can have an informal discussion before any motion is 
offered. Mr. Andrews, would you like to start the ball rolling? 

ANDREWS (E): We made this proposition to Mr. Wilson and got his 
statement about two months ago, and it was taken for granted 
that this would be the proper request to make. We called a meet- 
ing and discussed it thoroughly. Mr. Shelkoff made a motion that 
we try to work that request through; it was unanimously carried 
to lay it before the assembly. After further discussion and, on 
the face of it, difference of opinion, the suggestion was made that 
a secret ballot be taken. I have been discussing the matter at 
length with the men in these divisions. They would like to see the 
thing go through to the president of the company. 

CHAIRMAN: Is any motion offered? 

Knicut (E): As far as my division is concerned, we are very enthusi- 
astic to push it through as far as it will go. As a result of our 
balloting last time, there was a deadlock with a majority of the 
employee representatives in favor of the motion. Under our rules, 
an appeal can be made by the employee representatives to the 
president of the company unless a compromise motion can be 
agreed upon. I cannot offer any motion as a substitute for the 
original one. 

CHAIRMAN: I think that we have a right to reconsider our first ballot 
if any of us feel that there is such difference of opinion in this 
department that the demand is not the true sentiment of the men. 
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Lamson (E): I move the motion be reconsidered on the ground that 
there seems to be a difference of opinion in the departments. As 
Mr. Gray said, if in a meeting some one should say, “Everybody 
who wants more money, get over on that side of the house,” I do 
not think Mr. Wilson would be any slower than any of the rest of 
us in getting over to that side of the house. Moreover, as indi- 
viduals, we would not want to go against our fellow workers, but 
on the evidence of the secret ballot, I recommend that the original 
motion be reconsidered. 

ZINN (E): I second the motion. 

CHAIRMAN: Any discussion? If this motion is carried, it brings the 
original request back to the same status it held prior to its intro- 
duction before this group. 

KnicutT (E): I cannot see it that way at all. 

CHAIRMAN: If this body votes to reconsider the question, it will be in 
order to discuss the matter thoroughly. One division cannot go 
directly to the president under our plan. We must decide as a 
body whether such a request shall be submitted to him. 

KnicuT (E): There is no possibility of getting legislation that way. 

ANDREWS (E): The way it looks to me, they are trying to put one 
over. The men in my division are under the impression that the 
proposition is on its way to the president right now. 

CHAIRMAN: It is on its way to the president unless we withdraw the 
motion. The motion is now up for reconsideration. Any further 
discussion? 


The motion to reconsider was carried by a majority of one on 
the employees’ side and by unanimous vote of the management 
representatives. 


CHaIRMAN: Knight should be given the first opportunity for reintro- 
ducing the motion. 

Knicut (E): The only thing that I can do is to repeat what I said 
before. 

CHAIRMAN: Knight, tell us what your own reaction is, any results of 
further talks you have had with men in your own division. 

Knicut (E): I will not say anything at this time. I would not be do- 
ing justice to employees in my division. 

ANDREWS (E): I would like to be excused from making any remarks 
right now. I would like to inform my constituents of the 
action of this council here today, and if they can see their way 
to push the proposition through, I would like to talk to them 
about it. 

Orr (E): I move the management representatives withdraw. 


The motion carried, and the management representatives with- 
drew. After 20 minutes’ recess, the assembly reconvened. 
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CHAIRMAN: Do any of the employee members desire to speak on the 
subject before us? 


No one volunteered to make a statement. 


CHAIRMAN: Mr. Wilson, do you care to discuss the question further? 

Witson (M): As I understand it, we are now back to the discussion 

of the original proposal. I would like to put a few figures on the 

blackboard. It is better to take hourly rates than anything else. 

I need not state here at any length the fact that a good many of 

the men on turn are on a tonnage basis, and that their earnings 
vary considerably. 

In March, 1918, a typical employee in each of the three depart- 

ments listed here would earn approximately the following wages: 


Marcu, 1918 


Blast Furnace i Shop 
Turn rate $ 5.12 : $ 5.85 
Hours on turn 12 10 
Hourly rate $ 0.4234 ; $ 0.5814 
Weekly pay 30.72 i 35.10 
(6 days) 








That’s the way it stood in March. On April 15, we had a 
15% increase which changed the figures somewhat. 


APRIL, 1918—15% INCREASE 














Blast Furnace Mill 
Turn rate $ 5.89 $ 6.73 ; 
Hours on turn 12 12 Io 
Hourly rate $ 0.49!/12 $ 0.56! /12 $ 0.673 
Weekly pay B54) 40.38 40.38 





Just about this time the iron- and steel-producing departments 
were changed from a 12- to an 8-hour turn, which made their 
earnings somewhat different, and you recall the adjustment made 
with them at that time. 


CHANGE TO E1cutT-Hour Basis 


OOOO SS 8S5335°0—=—oOOa—a—SSS“aomwawaasasa>asasasa»wemgsgwv 


Blast Furnace Mill Shop 
Turn rate $ 4.91 $ 5.61 
Hours 8 8 
Hourly rate $ 0.6134 $ 0.70% 
Weekly pay 29.46 33.66 





On August 1, we had a 10% general increase in the industry: 
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AUGUST I—10% INCREASE 


Blast Furnace i Shop 
Turn rate $ 5.40 $ 7.41 
Hours on turn Io 
Hourly rate $ 0.675 : $ 0.741 
Weekly pay 32.40 44.46 





On October 1, when the industry adopted the 8-hour basic day, 
the production departments were granted a 1624% increase, as 
you will remember, and the shopmen were granted the basic 8- 
hour day as was granted generally to their group in the industry. 


OcTOBER 1—1624% INCREASE 







Blast Furnace 






Turn rate $ 6.30 
Hours on turn 8 
Rate per hour $ 0.7834 









Weekly pay 37.80 





Bastc ErcHt-Hour Day 












Blast Furnace Shop 
Turn rate* $ 8.15 
Hours on turn Io 
Rate per hour 


Weekly pay 


*Standard time : =8 hours at $0.741 =$5.93 
Two hours overtime at time and one-half=3 hoursat 0.741= 2.22 
$8.15 


If we accepted the proposal of these divisions, the men would be 
making over 97 cents an hour. They would be making $46.68 a 
week.® 

Let us contrast this with the other fellows. In March, 1018, 
ro-hour men were getting $35.10, making a difference of $11.58 
which is approximately 312%" increase. In March, 1918, pro- 
duction men were getting $30.72 who now are getting $37.80. 
This increase of $7.08 is 22.8%.® I do not believe we have much 
more to say. All we can do is to explain this matter, and you will 
have to vote on it. If we cannot agree, go ahead and send it up 
to the president, and you can rest assured that it will be given 
thorough consideration. 

69x .741 x 1.1624 
8 

7 Actually, this increase amounted to 32.9%] 

8 [Actually, this increase amounted to 23.04%] 


=.974 an hour, or $46.68 per week of 48 hours. 
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CHAIRMAN: Any further remarks? We will ballot on the original 
motion. 


The secretary read the original motion that the demands of the 
shopmen be granted, and the result of the balloting was as 
follows: 


Management members in favor.............eseseece0- ° 
Management members opposed i)... 0.05 0. 6 ose cee ia 
Rinployee membersiinifavor. sie 2.0 es nee pele ae cms 8 
Emploveewnembers opposed oc'tewa » cles sipvatset ats clste ouerclets 7 


CHAIRMAN: Gentlemen, the ballot shows the majority of the employee 
representatives to be in favor of this motion and the management 
representatives unanimously opposed to it. Is there any com- 
promise suggested? Do I hear a suggestion? 

Knicut (E): A majority of the employee representatives agreed in our 
caucus that we would refer this matter to the president of the 
company in case the request was not granted here. Under the 
rules we have the right to do so. 

CHAIRMAN: That is your privilege. Is there any discussion? This be- 
ing a special meeting, no other business can be brought before it 
legally. 

Meeting Adjourned. 

The major production executives of the company, in discussing 
this problem with the president, reviewed their experience in 
changing the producing departments from 12-hour to 8-hour 
shifts. Although that change theoretically involved an increase 
in work force of 50%, the company had found it necessary to 
increase its personnel only 25%. Much of the work in the pro- 
ducing departments was arduous, yet the workers could control 
speed of operations to some extent. A large proportion of the 
men in the producing departments were paid piece rates on a 
tonnage basis. Hence they were induced to increase their rate 
of production when shorter hours were granted them. In the 
case of many of the arduous jobs, the reduction in hours reduced 
fatigue to such an extent that 2 skilled men were able to do in 
8 hours the work which 2 skilled men and a helper, or 3 skilled 
men had done previously in 12 hours. Comparisons of producing 
costs which subsequently were made with other steel mills in 
the country indicated that the labor costs of the Champlain Steel 
Company were not substantially increased as a result of the wage 
adjustments made because of the introduction of the 8-hour 


workday. 
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Obvious differences in the nature of the work of the producing 
divisions, on one hand, and of the mechanical, maintenance, and 
yard divisions, on the other, might make the 8-hour day less 
satisfactory in the latter divisions than it was in the former. 
Some of the executives asserted that 14 hours was as brief a 
period as a steel plant could operate without the presence of the 
mechanical and maintenance forces. One executive pointed out, 
for instance, that the furnace pits had been designed to hold the 
ashes that accumulated in 14 hours, and that they probably 
could not contain the ashes which would accumulate during 16 
hours, as would be necessary if the 8-hour day were granted to 
the maintenance employees. Much of the work of the mechanical, 
maintenance, and yard men was not repetitive, and most of them 
were paid hourly rates of wages. The executives knew of no 
steel company that had extended the 8-hour day to those em- 
ployees. If the request for higher rates of wages per hour were 
to be granted, the company’s pay-roll costs would be increased 
unless the men receiving the increase did in 8 hours what they 
previously had done in ro hours. 

At the time of the case, many machine shops and other metal- 
working establishments in the industrial district in which the 
Champlain Steel Company was located were operating nine hours 
a day during the first four workdays of each week and five or 
seven hours on Saturdays. 

The executives, largely because of their favorable experience 
with the shorter workday in other departments and their con- 
fidence in the men working in the mechanical, maintenance, and 
yard departments, decided to accede to the request of those 
employees for the introduction of the 8-hour day. A memo- 
randum stating that decision and also providing for suitable 
adjustment of wage rates was drafted, and the president of the 
company arranged to meet the plant assembly in special session 
one week after the issue was referred to him. 

In opening that special meeting the chairman made a brief 
introductory statement and then introduced the president of the 
company. 

PRESIDENT: The question referred to me has had the best thought and 
attention that I could give to it under present conditions. I trust 


that my decision will meet with your approval and that this 
assembly will continue to function in promoting a better under- 
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standing between the management and the employees of this com- 
pany. I have reduced my decision to writing, and I will read it 
and trust that a frank discussion will follow. 


“Referring to the proposition passed on to me by your works assembly 
to put the maintenance and yard departments on to an actual 8-hour 
basis (which departments are now working ro hours on a basic 8-hour 
day basis) and give them 9/ro of their present daily rate plus 1624% 
increase, I wish to propose a settlement of this matter accepting your 
Proposition in principle as to an actual 8-hour turn, and as to the 
9/to of the present rate less all special increases between the present 
date and April, 1918, with, however, a 10% increase instead of the 
1674% increase, inasmuch as the basic 8-hour day to corresponding 
men in other steel plants netted them only 10% increase on their earn- 
ings and not a 1624% increase as you ask. In other words, in the 
case of these mechanical shop men, we will go back to their rates as 
fixed in March, 1918. Starting from there, we would add the 1 5% 
general increase of April 15, and (as the 12-hour men were changed 
to 8 hours on a 10/12 basis on this date) change these mechanical 
departments to the actual 8-hour turn basis by giving them 9/10 of 
what they then would be getting. Add to their new rates determined 
in this way the 10% general increase that was put into effect August 
I, 1918, and to the new rates, as thus determined, add 10% in lieu of 
the same percentage of increase in earnings accruing to men in corre- 
sponding positions in other steel plants of the country, on account 
of those plants being put on the basic 8-hour basis October 1, 1918. 

“The above accepts the principles upon which the representatives of 
the mechanical divisions ask that their departments be changed over 
to an actual 8-hour turn basis, that is, in strict accordance with the 
principles upon which the men in the former 12-hour departments were 
changed to 8 hours. 

“We realize this results in extraordinary high hourly rates for many 
of these shopmen, but in view of the assurance given us by one of the 
representatives, that if his men were changed to an actual 8-hour turn 
on a basis that involved the same principles as the 12-hour men were 
changed to 8 hours, his men would do their utmost to accomplish in 
8 hours what they now are accomplishing in ro hours; I say in view 
cf this, we have given this proposition as stated above our approval.” 
CHAIRMAN: The president has had prepared copies of his suggestion 

and an exhibit showing its effect. Sufficient copies are being passed 
out for every member of the assembly. Mr. Wilson will explain 


the figures. 
Wilson then explained the figures shown below: 
March, 1918 PRESIDENT’S DECISION PRIOR ADJUSTMENT 
Turn rate $ 5.85 $ 5.85 
Hours on turn TO IO 
Hourly rate $ 0.58% $ 0.58% 


Weekly pay (6 days) 35.10 35.10 
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April 15—15% Increase 


Turn rate $: 6.73 $6,723 
Hours on turn 10 10 
Hourly rate $ 0.673 $ 0.673 
Weekly pay 40.38 40.38 
Change to 8-Hour Basis 

Turn rate 9/10 GS 6.0877) See saan 
Hours on turn Sere Re eias ero 
Hourly rate ay Ay AeA De RS 
Weekly pay 40,360" "Raat eter cen . 
August 1—10% Increase 

Turn rate $ 6.67 $ 7.41 
Hours on turn 8 Io 
Hourly rate $ 0.833% $ 0.741 
Weekly pay 40.02 44.46 
October 1—109% Increase 

Turn rate $ 7.34 $ 8.15 
Hours on turn 8 10 
Hourly rate $ .91% S255 
Weekly pay 44.04 48.90 


Knicut (E): As I understand the situation now, we get 10% instead 
of 1624%. 

Witson (M): This is a clear-cut statement. We start in March, 
1918, given all general increases, change on to an 8-hour basis 
with 9 hours’ pay, or a 50-50 adjustment, and then follow with 
general increases. 

Knicut (E): As an actual result, how far away is it from the original 
request? 

Witson (M): The men get $44.04 a week, or 9134 cents an hour. The 
original request would have worked out to over $1 an hour, I 
believe $1.031%4. If accepted, this proposition places these men 
on an even keel with other men and subject to any increases or 
decreases of wages that are general throughout the industry. 

Cuarrman: I am sure that the employee representatives will want to 
talk this thing over by themselves. 

PREswENT: I want to call attention to competitive conditions in our 
business at the present time. No doubt you are familiar with them. 
I think they should be given weight by the employee representa- 
tives. Our policy always has been to make our wages as high as 
those paid by our competitors. It is our hope that conditions 
will improve. We would rather see other industries coming to 
our standards than our having to go to theirs. We hope to main- 
tain our policy through efficient operation. 

Knicut (E): There doesn’t appear to be very much difference in the 
offer submitted by our president and the request made by the 
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employees in these departments. The offer looks good tome. The 
men prefer 8 hours. That is the fundamental idea of these men 
—the 8-hour day. They are willing to make sacrifices of actual 
money, and I do not think that the small difference between what 
we expect to lose and what we actually may lose by accepting 
this proposition is going to stand in the way of an agreement. I 
will do what I can to urge the men to accept the president’s offer. 

ANDREWS (E): On behalf of the men in my division, I wish to state 
that I feel sure that this proposal of the president will look very 
good to them at this time. I will tell them of the good will evi- 
dent at this meeting, and I believe the offer will go across. 

Knicut (E): Just one more word. With reference to output of our 
divisions—1o hours as against 8 hours—I am entirely sincere in 
predicting that after a short trial you actually will get the output 
in 8 hours that you now are getting in 10 hours; or so near that 
the difference will not cost you more than the sum you gain on 
account of the fact that we are working 8 hours instead of Io 
hours. We expect the cooperation of every man, every foreman, 
and the boss himself. We think there is little room for improve- 
ment because you have a good line of efficiency right now, yet 
we believe we can accomplish in 8 hours what we now are accom- 
plishing in 10 hours. 

PRESIDENT: I admire the spirit of this assembly. Apparently we are 
encountering a period of bitter competition. I hope that this 
assembly will aid us to come through successfully. 

(applause) 

CuHarrMaNn: I take it for granted that the representatives of these de- 
partments would appreciate an opportunity to go back to their 
constituents and take the proposal up with them. If you care to 
have the management members retire, we will do so. A special 
meeting can be called at the request of the representatives involved. 
There is no desire to push the thing through too rapidly. 

Knicut (E): I suspected that there would be some sort of counter 
proposition. I couldn’t see very well how anything else could 
happen. I ask that we take a recess possibly until tomorrow. It 
only takes a few minutes to get the men together. We have an 
underground way to get together in our shop. We can put this 
up to the men tomorrow around noon and have the whole business 
cleaned up. Any time after tomorrow would be acceptable to us. 
No; on second thought I think that tomorrow might be a little 
too soon. Every man would like to figure out, what he would re- 
ceive. He might want to figure from March a year ago, and see 
just what this proposal brings him. 

CuarrMAN: A motion would seem to be in order to adjourn, pending 
a call for a resumption of this special meeting to be issued by 
the representatives of these departments. 


Three days later the special meeting was resumed. 
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CHAIRMAN: Let us hear from the representatives of the men involved 
in this wage matter. 

KnicuT (E): I have the pleasure to inform you that the employees 
in the departments I represent have given a unanimous and en- 
thusiastic vote in favor of accepting the proposition as submitted 
by the president. 

AnpbREws (E): The men in our division held a meeting at noon. The 
proposition was placed before them and they accepted it unani- 
mously. They accepted the offer in the same spirit it was given. 

CHatrMAN: I think it would be in order to move and second the presi- 
dent’s proposal and vote upon it. If it is accepted by three-fourths 
of those present, it becomes effective. 


The ballot resulted in a unanimous vote in favor of the presi- 
dent’s suggestion. 

In 1922 the Champlain Steel Company reported that business 
in the iron and steel industry had improved after this wage ad- 
justment, and that orders had been received in large volume for 
six months thereafter. During that period of active operations 
the men in the mechanical, maintenance, and yard departments 
had been successful in doing their work satisfactorily in eight 
hours a day. 


CoMMENTARY: The terse request which appears at the outset of this 
case at once creates the impression that the mechanical, maintenance, 
and yard departments sought an exorbitant wage increase. The dis- 
cussions in the works council, taken in conjunction with preceding 
events, indicate that the demands were not unreasonable. The case 
illustrates the need, in labor negotiations, of going beneath the surface 
in order to understand the objectives of the workmen and the founda- 
tions upon which those objectives rest.® 

After the background of the demand becomes clear in subsequent 
pages of the case, the reader recognizes that the fundamental trouble 
was the change which had taken place in the relative status of the ro- 
hour men and of the turn employees of the Champlain Steel Company. 
The actual working hours of the turn employees had been reduced 
from 12 to 8 per day. For the 8 hours, those employees were paid 10 
hours’ wages, or 25% more per hour than before. In addition they had 
been granted a 1674% flat increase in October, 1918. The 10-hour 
men, however, had been granted an increase of only 10%, and that was 
contingent upon their continuing to work 10 hours. Apart from these 
adjustments, both groups had shared in the wage increases then being 





® See also, for example, the case of the Mason Street Railway Company, 1 H.B.R. 
214; commentary, 2 H.B.R. 456. 
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made in the steel industry. Apparently, this change in relative status 
in respect of daily working hours and hourly rates had caused dis- 
satisfaction and discussion among the maintenance and yard men for 
several months prior to the formal presentation of their demand in 
the plant assembly. The company encountered the demand because 
in some departments it had raised its standards of employment above 
those current in the industry, but had adhered to the current standards 
of the industry in other departments. 

Knight and Andrews, the spokesmen for the mechanical, mainte- 
nance, and yard men, did not present the most important factor in 
support of their proposition until the discussion of the wage demands 
was well under way. Then they stated that if the company granted 
their request the men in their departments would perform the regular 
duties of those departments within eight hours. This statement nat- 
urally aroused doubt on the part of the executives. Whether it was 
made in good faith was a question that probably could be decided by 
the executives from their knowledge of Knight and Andrews. Whether 
the statement had the support of a substantial majority of the em- 
ployees in the departments those men represented was a more difficult 
question. In any event, the commitment could not be accepted from 
the company’s standpoint as a guaranty. 

At face value, the statement of Knight and Andrews, that the mechan- 
ical, maintenance, and yard forces would do their work in 8 hours, 
indicated that those departments wished chiefly the 8-hour day. There- 
fore, the overtime rate they asked for had small importance. The re- 
quest for a 1214% increase in wages was rightly based upon the com- 
pany’s action taken when it reduced the daily work schedule of the 
turn men from 12 to 8 hours. The 1624% demand, however, was 
unjustified. That was the rate of increase granted by the industry to 
turn men working 12 hours when the basic 8-hour day was adopted. 
The Champlain Steel Company had applied the same rate of increase 
to the wages of its turn men who then were working 8 hours daily. In 
the industry generally, men working ro hours a day, as the Champlain 
Steel Company’s mechanical, maintenance, and yard men were, had 
received an increase of 10% for ro hours’ work as a result of the 
introduction of the basic 8-hour day. Knight and Andrews should not 
have asked for the same percentage increase as was received by the 
Champlain Steel Company’s turn employees at the time of the indus- 
try-wide introduction of the basic 8-hour day. Rather, they should 
have asked for the increase received by maintenance employees in the 
industry at that time, that is, 10%. 

Although this was a request for increases in wage rates as well as 
for the 8-hour day, the men who made it were satisfied with a decrease 
in total daily earnings, provided they could secure the shorter working 
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day. When the men submitted the request, they were receiving $8.15 
a day; they were pleased to accept $7.34 a day along with the 8-hour 
working period. The representatives of the men pledged, apparently 
in good faith, that the departments in that reduced working period 
would perform their accustomed duties. That promise contained a 
large element of risk, yet if fulfilled it was to reduce labor cost in the 
maintenance and yard departments approximately 10%. In its full 
scope, therefore, the proposition of the men was neither arbitrary nor 
one-sided. 

Perhaps the most significant feature of the negotiations following 
the employees’ request was the large number of statements made by 
each side which were unchallenged by the other. Instead of an en- 
deavor to withhold information or mislead one another, the manner 
of spokesmen on both sides was to present their views fully. A, process 
of mutual enlightenment took place as each side added its version of 
the controversy. A reasoned and mutually satisfactory settlement be- 
came increasingly probable as this interchange of opinion continued. 

So far as a written transcript can reflect the temper of a negotiation, 
this controversy was adjusted amicably. Both sides exercised patience 
and demonstrated open-mindedness. The plan of employee representa- 
tion in this instance functioned effectively as a method of negotiating 
terms of employment. The conduct of the employee representatives 
most active in this demand was aggressive and exceptionally able. The 
criticism sometimes made, that employee representatives are inferior 
to company officials as negotiators, would seem to be inappropriate 
in this case. We note, however, that Knight was a unionist, or, at 
least, had had experience as a unionist, and that he represented an 
intelligent group of skilled men. The parleying on pages 349 and 350, 
wherein each side tried to put the other upon the defensive, is of particu- 
lar interest in this connection. 

The negotiatcrs’ original opinions of the relative position of the 
mechanical, maintenance, and yard employees differed because they 
adopted different standards of comparison. The employee spokesmen, 
Knight and Andrews, contrasted the lot of their constituents with that 
of the turn men in the Champlain Steel Company. From that stand- 
point, the maintenance and yard men suffered adverse discrimination. 
The company’s executives, on the other hand, held that the company 
had treated its maintenance and yard men as liberally as other steel 
companies had treated employees doing corresponding work. Both 
statements, so far as they went, were true, yet they had to be recon- 
ciled. 

The company’s spokesmen endeavored to weaken Knight’s and 
Andrews’ position by pointing out that the alleged favorable working 
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conditions of turn men had not induced maintenance men to seek work 
in turn departments; that the hourly rates demanded by the mainte- 
hance men were above union rates in the vicinity; that work in the 
Champlain Steel Company was more regular than was work in some 
trades; that some other employees in the departments were not in 
favor of the increase because they thought it excessive at the time. 
After Knight and Andrews had stated that their constituents, provided 
the demands were granted, would do in 8 hours the work they cus. 
tomarily had done in 10 hours, the company spokesman insinuated 
that the men in these departments were not exerting themselves as 
diligently as they should. 

The employees pointed out that the turn men had received the 8- 
hour working day, and that the hourly rates of the turn men in conse- 
quence were substantially increased. The spokesman for the mainte- 
nance departments alleged that the company’s labor costs would be 
reduced, in spite of the increased hourly rates which they requested, 
because the same effort would be compensated at 9/ro its former rate. 

The experience of the company in reducing the daily hours of its 
mechanical, maintenance, and yard employees should not constitute 
a governing precedent. As an isolated case it supports merely some 
tentative inferences. The men in those departments were paid hourly 
rates. Therefore, they did not have a financial incentive to increase 
their output during a shorter working period as did men who were paid 
piece rates. The reduction in their working time amounted to 20%, 
a reduction so large that the company’s executives were unable to 
depend implicitly upon the assurance given by Knight and Andrews 
that their constituents would perform the regular duties of the depart- 
ments within 8 hours. 

That proposal really introduced a nonfinancial incentive plan in the 
mechanical, maintenance, and yard departments. The plan offered a 
shorter working day and a goal of productive achievement to be reached 
through cooperative effort. Desire for leisure, desire for prestige in 
the eyes of other workmen, and the element of sportsmanship in attain- 
ing a goal voluntarily established, all probably played a part as new 
incentives to the workmen in the maintenance and yard departments. 
Financial considerations were not uppermost in these employees’ minds 
when this proposal was framed. 

Because of the nature of mechanical, maintenance, and yard work 
in an iron and steel plant, employees in those departments could 
accelerate their efforts in a shorter daily work period. The work was 
not repetitive in character, and in its execution there was opportunity 
for the exercise of managerial effort. The employees could attend to 
preparatory operations more effectively; they could plan and execute 
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their tasks with greater ingenuity; the several crafts could cooperate 
more harmoniously. These matters were dependent largely upon the 
will of the employees. Definitive work standards and close supervision 
were not present. The work of these employees, moreover, was muscu- 
lar in type. The reduction in hours proposed was likely to lessen 
fatigue more than proportionally to the curtailment of working time. 
In consequence, hourly output could increase, although it was uncertain 
whether the increased hourly output would be sufficient to equal the 
production of the two hours that were taken off the daily schedule.*° 
The morale of the men in these departments would have declined if 
the company had denied their request for the 8-hour day. 

In this case, the company’s decision was practically irrevocable. 
The company scarcely could inaugurate the 8-hour day in the mechani- 
cal, maintenance, and yard departments as an experiment whose con- 
tinuance would depend upon the employees’ doing their regular duties 
within that period. The company already had conceded the 8-hour 
day to the turn men and had been willing to stand the risk and cost 
of that venture. In that case extra men had to be employed, and 
hourly wages were increased. 

If the company had taken up its doubts on these points with the 
employees in the course of the negotiations, that policy might have 
caused the employees to reckon seriously with the obstacles in the way 
of their intended endeavor. It may be surmised that the company had 
more evidence regarding the sentiment in favor of that endeavor than 
appears from the statement of the text. Perhaps it was best that the 
company did not go into these matters with the representatives of the 
maintenance departments. By not discussing these doubts, the com- 
pany adopted a hopeful attitude toward the employees’ efforts. The 
differences of opinion which so easily come to the surface in the dis- 
cussion of a cooperative venture were allayed in the actual undertaking 
to reach the definite standard that the representatives had set for 
these departments. The company’s problem was especially difficult 
because in some departments the company had departed from the daily 
working schedule effective in the industry in general. The company, 
therefore, had to decide, first, whether to make a corresponding de- 
parture from the industry’s general standards in the ro-hour depart- 
ments. Having decided to do so, the company applied the principle of 
dividing equally with the employees the wage loss resulting from the 
reduction in daily hours that it had applied in the adjustment with the 





10 Evidence as yet is meager as regards the relationship between hours of work 
and output, although some pioneer studies have been made. 

On this point, see Public Health Bulletin 106, United States Public Health Service, 
pea daa 1920, and publications of the Industrial Fatigue Research Board, Great 
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turn men. It then applied to the rates thus determined the percentage 
increases which had been put into effect generally in the steel industry 
for the various employee groups or classes. This decision maintained 
the turn employees’ financial status at least at its previous position 
relative to the rates obtained by other groups of workmen in the plant 
or industry. 

The case indicates that the possibilities of employee representation 
are conditioned by the character and abilities of the individuals using 
that device. Several events in the case point to the difficulties that an 
employee representative has in interpreting the wishes of his constitu- 
ents. One employee committeeman reported that many of the em- 
ployees were apathetic, and that others had opinions which were based 
upon partial information or upon misinformation. A tendency to 
class thinking among employees was referred to in the case. That 
tendency in any group prevents balanced consideration of controversial 
proposals. 

The behavior of the informal committee was not impressive. Upon 
cross-examination the members of that body reversed their statements 
regarding the authoritativeness of their position. At first they spoke 
of the sweeping endorsement given their views in the maintenance and 
yard departments, but later it developed that these men had ques- 
tioned only a few employees, and that their questioning was not con- 
ducted according to a systematic plan. 

Both the votes taken upon the issue were conducted in an unsatis- 
factory manner. The visible voting plan was definitely unsuited to a 
question of this kind. In such a poll of opinion each individual would 
be inclined to endorse a demand for a wage increase because of his 
sympathy with the position that he believes his group has endorsed. 
His personal views of the proposed increase would not determine his 
vote. The wording of the ballots used in the secret election was con- 
fusing. No doubt some employees understood the words “for with- 
drawal” to mean “for the demand.” It may be assumed that the 
irregular and sporadic methods of testing employee sentiment which 
were used in this case were attributable in part to the newness of the 
plan of employee representation, and that additional experience with 
the plan would bring into vogue more systematic methods of procedure. 


May, 1926 J. W. R. 


ATGLEN Mitts? 
MANUFACTURER—TEXTILES 


Disc1rARcE—Based on Incompetency. During a period of curtailed output 
and plentiful labor supply, a textile mill warned an employee that his 
work was unsatisfactory, after adequate proof of his ineffectiveness had 
been gathered through records of his production as contrasted with that 
of other men on similar work. The worker, as president of a local 
union, contended that the records were inconclusive and that his length 
of experience proved his competence; he threatened to call a strike if 
discharged. The company decided, nevertheless, to discharge him on 
grounds of incompetency. 


Hirinc—Refusal to Reemploy Discharged Unionist Threatening to Call 
Strike. An employee discharged by a textile mill because of incom- 
petency, threatened to call a strike of the union of which he was presi- 
dent, unless the company agreed to reemploy him. The company 
decided not to reemploy him, believing the grounds for the discharge 
could be explained satisfactorily to the union. 


Union RELATIONS—Preventing Strike by Showing Adequate Cause for Pre- 
vious Discharge of Union Official. On demonstrable grounds of unsatis- 
factory work, the overseer of a textile company’s weaving department 
discharged a loom fixer who was president of the local union of his craft. 
The discharged man threatened to call out on strike the company’s loom 
fixers, who all were union men, unless he was reinstated in 48 hours. 
The overseer, acting under the manager’s instructions, prevented the 
possibility of a strike by convincing the loom fixers that the man had 
been discharged because his work was unsatisfactory. In view of that 
fact, the loom fixers refused to strike. 


(1919) 


On grounds of unsatisfactory work, the overseer of the weaving 
department of the Atglen Mills, early in 1919, dicharged Charles 
Butler, a loom fixer who was president of the local union of his 
craft. The discharged man threatened to call out on strike the 
loom fixers employed by the company, all of whom were union 
men, unless he was reinstated within 48 hours. The overseer 
referred the case to the manager for action. 

The Atglen Mills, which manufactured woolen fabrics, were 
located in a New England textile center. In this town the loom 
fixers had a close organization, and all the loom fixers employed 
by the Atglen Mills were members of the local union. 


1 Fictitious name. 
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Loom fixers were employed to maintain looms in operating con- 
dition and to make the necessary changes in the set-up of the 
looms to produce cloth of different patterns. With the exception 
of the wool overlookers, the loom fixers were the most highly 
skilled and the highest paid workmen in the woolen mills. There 
were a number of workers who were paid higher hourly rates 
than were the loom fixers, but a bonus was given loom fixers, 
varying with their efficiency ratings, and this raised their earnings 
so that among the employees only the wool overlookers received 
higher weekly earnings than the loom fixers. If the loom fixers 
struck, the weaving department presently would come to a stand- 
still, and this would block work in the departments which pre- 
pared yarn for weaving. 

Charles Butler had been in charge of one section of looms in 
the company’s weaving department. He had entered the employ 
of the Atglen Mills in August, 1918. The overseer in charge of 
the weaving department noticed that Butler was not so competent 
as the other loom fixers in this department, but as labor was 
scarce at the time, the overseer thought it best to retain Butler 
until some one more competent could be hired in his place. Early 
in 1919, due to generally curtailed manufacturing programs, 
available labor became more plentiful. The overseer then spoke 
to Butler about his poor record. Butler, who was of middle age, 
retorted that a man of his years was much better than the 
“youngsters” that the company was training “as fast as the union 
constitution would allow.” The union constitution provided that 
one apprentice was to be allowed to each five sections of looms. 
With a reprimand, the overseer sent Butler back to work. Be- 
cause he thought that his opinion of Butler might not be war- 
ranted, the overseer then asked that the output of the several 
sections of looms during the following month be recorded. 

At the end of the month, Butler’s section was found to have 
produced about 5% less than the average output of all sections 
in the department. Butler’s section was the poorest section in 
the department. The overseer had learned also that Butler was 
drinking heavily. 

The overseer then called Butler aside and confronted him with 
the record of the output of his section. Butler protested that 
the record did not tell the whole story and that his position as 
president of the union and his many years of experience as a 
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‘loom fixer vouched for his competence. The overseer, convinced 

that further conversation with Butler would not improve the 
situation, told Butler that the company was able to hire more 
competent loom fixers than he, and thereupon discharged him. 

Butler, enraged, stated that the company would regret this 
step and that he would give it 48 hours to reinstate him. He 
threatened to call out on strike all the loom fixers in the plant 
if at the end of that time he was not reinstated. The overseer 
reported the matter to the general manager. 

After questioning the overseer regarding the accuracy of the 
production records and satisfying himself on that point, the gen- 
eral manager instructed the overseer to stress to Butler the fact 
that his discharge resulted from unsatisfactory work. The over- 
seer, acting under the manager’s instructions, also convinced 
other loom fixers in the department that Butler was discharged 
for unsatisfactory work. For that reason they refused to go out 
on strike in sympathy with Butler. 


CoMMENTARY: The significant point in this case is the way in which 
the manager took pains to have the loom fixers understand the reasons 
for Butler’s discharge. The manager saw the necessity of convincing 
them that the discharge resulted from demonstrable unsatisfactory 
work and not from union status or official position. 

The members of the union, considering Butler as a workman, were 
not vitally concerned in his continued employment with the Atglen 
Mills. On the other hand, as unionists, they were concerned that Butler 
should not be discharged because of his union status. They might have 
regarded Butler’s discharge as the first move in an attempt by the 
company to disrupt their labor union in this plant, and to deprive 
them of any benefits which they thought accrued to them as a result 
of the organization. 

This interpretation of the discharge was prevented by the company’s 
explanation. The loom fixers recognized the company’s purpose in 
discharging Butler to be sound and not antagonistic to them as union- 
ists. The men found that they did not have common cause against 
the company, and therefore Butler’s strike ultimatum became an 
ineffective gesture. 

The manager would have taken a step of far-reaching adverse pos- 
sibilities had he yielded to Butler’s ultimatum. A precedent would have 
been established in which the threat of a strike had caused the company, 
against its wishes, to retain an incompetent employee. 


February, 1926 Tawar? 


TRISTATE TRANSIT Company! 


PUBLIC UTILITY—STREET RAILWAY 


Waces—Increase Granted by Company on Basis of Rising Living Costs 
Protested by Union Agent. Although the company’s employees had 
not asked for a wage increase, the general manager of a street-railway 
company decided to grant a general increase of 10%. The amount of 
the increase was deemed equal to increases in living costs. The general 
manager had not discussed the wage question with the officials of the 
union to which a majority of the employees belonged, and when he 
announced the increase the business agent of the union protested, stating 
that the increase was inadequate. 


(1918) 


In April, 1918, the general manager of the Tristate Transit 
Company voluntarily increased the wages of all the company’s 
employees 10%. ‘To his surprise, the business agent of the street- 
car operating employees’ union protested that the amount of 
the increase was inadequate. 

The Tristate Transit Company operated city and interurban 
street-railway lines in a large territory including 3 industrial cities 
of over 50,000 inhabitants each. The company employed ap- 
proximately 5,000 men, 60% of whom were car operators or 
so-called “platform” men. The car-operating men were com- 
pletely unionized. For a number of years the company and the 
union had been parties to labor agreements. Those agreements 
had specified, among other things, wage rates, the determination 
of working time, and the method of adjusting grievances. 

Several local unions, with headquarters at different points in 
the area served by the Tristate Transit Company, were federated 
in an organization which represented the transit system as a 
whole. The officials of the federation dealt with the company’s 
executives on issues of general importance. A local problem or a 
personal grievance was settled ordinarily by local union officers 
and the superintendent in charge of the division upon which the 
issue arose. These local unions and the system federation in 
turn were affiliated with a national labor organization of street- 
car operating employees. The mutual relations of these union 
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bodies and their policies toward their employers were governed 
by the constitution and by-laws of the national organization. 

In 1918, in common with many other street-railway systems, 
the Tristate Transit Company entered upon a period of financial 
stress. A street-railway company operating in a neighboring 
territory, for instance, was obliged to discontinue service on some 
of its lines as a result of adverse financial conditions. The local 
press had given publicity to the financial condition of the Tristate 
Transit Company from month to month. 

On October 15, 1917, the Tristate Transit Company had won 
public approbation by the means it had taken to avert a strike; 
the company had negotiated an agreement with the street-car 
operating employees’ union whereby wages were increased to cor- 
respond with the rise in the cost of living. The agreement was 
for a six months’ period. On January 1, 1918, the man who was 
then general manager retired. The executive who took his place 
was a prominent engineer. 

The company’s employees, with few exceptions, were native- 
born Americans. The officers and executive committee members 
of the street-car operating employees’ union were predominantly 
of Irish extraction and most of them had held their offices for 
several terms. With the exception of the business agent, who 
represented employee interests throughout the company’s terri- 
tory, these union officials held one-year terms. A business agent 
was elected for a two-year term. Elections were held annually 
in June. The term of the business agent holding office in 1918 
was to terminate in June of that year. This business agent had 
been a successful leader in local politics before he became union 
representative. 

In March, 1918, the general manager of the company reviewed 
changes in the labor situation and in living costs. He decided 
that he would be justified in making a flat increase of 10% in 
the wages of all the employees. A public announcement of official 
figures of changes in the cost of living indicated that the cost of 
living had increased approximately 10% between October, 1917, 
and March, 1918. The general manager also had obtained re- 
ports privately of the retail prices in the territory served by the 
Tristate Transit Company’s system. He had found that the 
figures thus obtained agreed substantially with the official reports. 
In March, 1918, the manager was planning to put into effect 
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operating economies which would nearly balance the 10%. in- 
crease in wages. 

On April ro the general manager wrote a letter to the business 
agent of the street-car operating employees’ union. In the letter 
he referred to the official figures of changes in the cost of living: 
he stated that his private investigations agreed with those figures; 
he mentioned the public reports of the company’s unsatisfactory 
financial condition, but did not refer to the economies he planned 
to place in effect upon the system; he then stated his decision to 
make a 10% advance in the wages of all the company’s em- 
ployees. He ended the letter with a sentence to the effect that 
in giving this increase he was counting on the cooperation and 
help of the employees in efforts to eliminate inefficiencies and to 
reduce costs, so that the company could continue to pay the in- 
creased rates of wages. The manager had multiple copies of the 
letter printed and posted on all the carn barn bulletin boards of 
the company for the information of the employees. 

The general manager was surprised when the business agent of 
the union, a day later, made a vigorous attack upon the amount 
of the wage increase, declaring it inadequate and stating that a 
much larger increase would be demanded by the spokesman of the 
union. 


CoMMENTARY: This case occurred at a time when labor was in a 
favorable bargaining position. The company was expected to give 
continuous street-railway service because of the pressing nature of 
the war demands (1918) for large production. 

The union in the case apparently had been satisfactory both to em- 
ployer and to workmen as a bargaining and disciplinary agency. It 
was improbable that the union would lose the employees’ support. 
There could be no advantage to the company in antagonizing the mem- 
bership or the union officials at the time. 

Union officers must show results in order to retain the favor of their 
constituents, and, furthermore, in order to justify continued support 
of the union organization by the workers. It may be assumed that the 
business agent of this union liked the position he held and desired 
reelection. This personal ambition was apart from, but not inconsistent 
with, his desire to obtain improved working conditions for his con- 
stituents. 

The fairness of the wage increase decided upon by the manager is 
not questioned here. His method of granting that increase, however, 
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showed lack of foresight in regard to the probable turn of these nego- 
tiations. The announcement doubtless was intended to dispense with 
time-consuming debate. The method of granting the concession, how- 
ever, prevented the union officials, just prior to election time, from 
demonstrating, as regards this particular wage increase, their labors 
and personal worth to the membership. 

The manager no doubt thought that the information in his letter 
when read by members of the rank and file would convince them that 
the adjustment was fair under the circumstances. The manager dis- 
regarded the fundamental belief of the labor unionist that an employer 
will not pay voluntarily as large a wage as he can be made to pay 
under union pressure. Consequently, an employer’s voluntary conces- 
sion is likely to be viewed with suspicion by ardent unionists. 

The union business agent did the thing natural under the circum- 
stances. He determined to find issues upon which negotiations could 
be held, and he knew that it would not be difficult to convince the 
membership that larger concessions might be obtained. 

It is believed that the difficulties about which this case centers would 
have been avoided if the manager had negotiated with the business 
agent and other union officials and had endeavored from his standpoint 
to strike the best bargain possible. A settlement won after prolonged 
and arduous effort would have been a trophy for this business agent 
to present to his constituents for which in turn they would have re- 
elected him. A union leader satisfied with an easily won concession is 
courting strong opposition from rivals, who can denounce his “mild- 
ness” in order to advance their respective personal ambitions. 


August, 1926 eWeek 


OvERTON Cotton Mitts? 
MANUFACTURER—COTTON CLOTH 


Lasor Untons—Working Rules—Amount of Work to Be Done by Members. 
A local craft union levied a fine upon a member who, to aid a crippled 
brother at work in the same plant, exceeded the amount of work done 
customarily by other members of the organization. The member refused 
to pay the fine. After protracted negotiations, he was allowed by the 
union to continue his exceptional efforts on the ground that his motive 
was fraternal affection and not desire for increased personal earnings. 


Union RELATIONS—Retention of Employee Despite Union’s Request for 
His Discharge. The superintendent of a cotton grey goods mill was 
asked by a local loom fixers’ union to discharge a crippled Portuguese 
bobbin boy who was being assisted by his brother, a loom fixer in the 
mill. To help his brother, the loom fixer worked with exceptional dili- 
gence during regular hours and frequently worked overtime without 
compensation, thus, it was alleged, undermining union standards. The 
manager stated that the brothers’ work was being done satisfactorily 
and that, therefore, he would not disrupt their arrangement. The union, 
controlled by French Canadians but containing many Portuguese, fined 
the loom fixer. The loom fixer refused to pay the fine. The issue then 
was referred to the president of the national union with which the local 
union was affliated. That official, by pointing out that the motive of 
the Portuguese was fraternal affection and not personal gain, persuaded 
the local union to rescind the fine and to permit the working arrange- 
ment between the brothers to continue. 

(1919) 


A local loom fixers’ union, in 1919, levied a fine of $100 upon 
a member on the ground that the large amount of work he was 
doing was undermining union standards. This man did his regular 
work and also helped with the work of his crippled brother; both 
brothers were employed by the Overton Cotton Mills. The 
disciplined workman ignored the fine, and this further aroused 
the antagonism of his fellow unionists. Practically all the men of 
this craft in the locality belonged to the union. The controversy 
threatened to develop into a strike. If the loom fixers at the 
Overton Cotton Mills struck, those mills soon would have to dis- 
continue weaving and prior operations. 

The Overton Cotton Mills, which manufactured cotton grey 
cloth, were located in a New England city in which the principal 
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industries were textile and metal manufacturing. Mr. John 
Northrup was agent? for the mills, and he was permitted a large 
degree of autonomy in his administration. Northrup had been 
associated with the Overton Cotton Mills for 30 years, having 
begun his employment there as a common laborer. During the 
12 years that he had been agent he had established cordial rela- 
tions with the 1,800 employees. He had conferred with union 
representatives of the employees upon many occasions, but he 
ran the mills on an open-shop basis. 

The local loom fixers’ union involved in this case had been 
formed about 1890. In 1904 the membership had voted to affil- 
iate with a national textile operatives’ union, which just had 
been organized. In the 30 years of its life, the local union had 
acquired a strong position. Not more than a half-dozen loom 
fixers in the city were thought to be outside the union in 1919. 

Internal affairs of the local union had not been tranquil; the 
principal cause of difficulty had been the increasing number of 
members of southern and eastern European origin. Although at 
the outset probably 60% of the members of the local union had 
been French Canadians, in 1919 French Canadians made up but 
about 40% of the union’s membership. For a number of years 
prior to 1919 they had been jealous and fearful of losing their 
dominant position in the organization. 

The president of the loom fixers’ union in this city, Joseph 
Charles, had worked four years in the Overton Cotton Mills. 
Charles had been president of the loom fixers’ local union since 
1914, and he had become well acquainted with Northrup in the 
negotiations and conferences to which both had been parties 
after that time. A mutual respect existed between these men. 
Charles had urged the following demands upon Northrup many 
times: (1) none but union loom fixers in good standing should be 
employed by the Overton Cotton Mills; (2) loom fixers should 
not be asked to do other than loom fixers’ work; (3) not more than 
two apprentice loom fixers should be employed by the Overton 
Cotton Mills at any one time; (4) all apprentices should be pro- 
posed by the union. Northrup had been unwilling to grant these 
demands. One of the nonunion loom fixers in the city was em- 





‘ 2 The position of “agent” in a New England mill corresponds to that of “super- 
intendent” in factories generally. He is the official responsible for manufacturing 
operations. 
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ployed by the Overton Cotton Mills. Northrup had not felt 
obligated to adhere to union limitations on the number of appren- 
tices. Five apprentice loom fixers usually had been employed by 
the Overton Cotton Mills. 

During the World War, manufacturers generally were con- 
fronted with a labor shortage. Available labor was particularly 
scarce in the city in which the Overton Cotton Mills were located 
because of the rapid growth of two firms located there which 
were producing entirely on war contracts. At the peak of activity, 
those plants employed about 4,000 persons. In recruiting their 
forces they were obliged to offer relatively high wages, and they 
hired many workers who ordinarily would not have been em- 
ployed in similar work. The rate of turnover among the em- 
ployees of the Overton Cotton Mills was relatively low in 1917 
and 1918. 

The loom fixer in the Overton Cotton Mills who was fined by 
the local union was a Portuguese by the name of Frank D——. 
Frank was hired in 1911 as a weaver, and at an early date his 
faithfulness, industry, and mechanical ability were noted by his 
foreman. Several years after his employment, he was assigned to 
learn the trade of loom fixing, and Northrup regarded him as one 
of the best mechanics in the weaving department. Since he had 
learned the trade, Frank had been a member of the loom fixers’ 
union in good standing. 

When the war industries were recruiting labor, Frank wrote 
to a younger, crippled brother in Portugal and informed him that 
he would be able to get work in the same city with Frank. Frank 
sent funds to his brother, Tony, to make the trip to the United 
States. Prior to this time, Frank had hesitated to encourage 
Tony to join him because he feared that Tony, who was a hunch- 
back, would not be able to support himself. Early in 1918, Tony 
arrived in the city and was hired by one of the firms making war 
supplies. His work was a standardized bench operation which 
permitted the operative to be seated. 

In December, 1918, the United States War Department can- 
celed its contracts with the plant that employed Tony, and he was 
among the first employees to be released. Tony sought work in 
the city for two weeks unsuccessfully. Then Frank asked North- 
rup if Tony could be employed by the Overton Cotton Mills. In 
their interview, Northrup stated that he thought that Tony would 
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be unable to fill the jobs that were open to a boy of his age, and 
that Tony could not earn the current rate of wages. He said 
that he would think the matter over, however, and asked Frank 
to come in again in a few days. 

After several days Frank called on Northrup again and sug- 
gested that Tony be hired as a bobbin boy, delivering weft or 
filling to the weavers. Frank said that he recognized that Tony 
could not do the work ordinarily expected of a bobbin boy, but 
that he, Frank, would guarantee that Tony’s work would be done 
properly. Frank said that he would help Tony “on the side” and 
that if his (Frank’s) section of looms failed to produce as it had 
before, Tony should be released. The agent noticed that the 
brothers were fond of one another, and he thought that Frank 
might become depressed and indifferent toward his work if they 
were separated. The agent, therefore, accepted Frank’s proposal 
and hired Tony as a bobbin boy. 

By being unusually diligent, Frank was able to maintain his 
looms in proper working order and also to assist Tony. Frank 
carried the heavier burdens for his brother, and frequently 
worked during a part of the noon period. Contrary to his ex- 
pectations, Northrup found that Frank’s section produced above 
the average output of the sections in the weaving department. 

Several weeks after Tony was hired, Charles, the president of 
the loom fixers’ local union, called on Northrup and protested 
against the arrangement between Frank and Tony. Charles as- 
serted that Frank rushed out to the quilling room and seized the 
best filling for Tony’s section, and that weavers in other sections 
had to take what was left; also that Frank worked during the 
lunch hour and overtime without pay, and thus undermined the 
working standards of the mills. Charles protested against 
Northrup’s “encouraging a loom fixer to do bobbin boy’s work 
as well as his own.” Charles told the agent that the other loom 
fixers were indignant because of the way Frank was acting and 
that the best way to avoid friction in the matter would be to re- 
lease Tony. The agent refused to discharge Tony and said that 
so long as the work of the two brothers was performed satisfac- 
torily, he would not interfere and “take bread out of the mouth 
of a cripple.” 

Several days later Frank told Northrup that several members 
of the loom fixers’ union had told Frank to “put Tony at selling 
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papers” or “fat work that does not break down union standards.” 
Frank asked the agent for advice in the matter, and the agent 
replied that Frank had to make the decision. The agent added 
that the management was satisfied to have the brothers cooperate 
in doing their work so long as results were up to the standard. 

The case was discussed at the meeting of the union several 
days later. Frank attended this meeting. He was asked to put 
Tony at other work, but he refused, stating that if he did not help 
his brother the latter would have to return to Portugal, and that 
that would be a sad experience for him. Frank stated that the 
arrangement was a private matter, and that if he were interfered 
with by union men, he would withdraw from the organization. 
The Portuguese members who attended the meeting supported 
Frank, but his remarks were hooted by others. The president of 
the union did not force the issue that night. He suggested that 
the case be held over until a final appeal was made to the agent 
to accede to the request of the union relating to “the infraction 
of union rules in the Overton Cotton Mills.” 

Charles called upon Northrup the next day and again presented 
his arguments against the arrangement with Frank and Tony. 
He said that Frank was “radical,” “‘a hard man to handle,” and “a 
dangerous employee.” Charles repeated that the other employees 
felt bitterly about the case and concluded with the remark that 
Frank’s “incorrigible spirit tended to undermine the strength of 
the union and to destroy the discipline” which the organization 
had maintained among its members. Northrup admitted that the 
union had been a conservative force among his employees and 
stated that he had no desire to weaken its influence for good. 
He said that he had noted with satisfaction that the union had 
successfully withstood “boring from within by radicals.” He re- 
ferred also to voluntary service rendered the mills several years 
before when members of the union guarded the premises during an 
era of lawlessness. Northrup stated that the union was going “too 
far” in this case, however, and that he would adhere to his former 
opinion regarding the issue. In concluding the interview, 
Northrup stated that he was going to be out of town for about a 
month and suggested that the matter be left in abeyance during 
his absence. 

The same day Frank came into the agent’s office and told him 
that the union was bringing pressure to bear upon Tony and him- 
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self. He said that the union wanted to get Tony out of the mill 
and that he hoped the affair would not lead the company into 
any labor difficulty. Frank appeared to be angry with the union 
and said that all the Portuguese in the organization would secede 
in a body, if the union forced Tony out of work. In the course 
of his remarks, Frank said that if the loom fixers struck because 
of Tony and himself, he would guarantee to furnish a sufficient 
number of men to keep all the looms in operation. Frank said 
that his fellow countrymen would leave their work at other mills 
to report at the Overton Cotton Mills at his call. Frank men- 
tioned that the Portuguese and men of other nationalities from 
southern and eastern Europe in the loom fixers’ union were con- 
tinually given to understand by the French Canadians that the 
latter were in control of matters. Northrup wished to avoid any 
trouble between the several nationalities in the plant, and there- 
fore he told Frank not to say anything about the matter. 

Shortly after the agent had left town, a meeting of the union 
was held, and Frank’s case was discussed again at length. At 
this meeting the French Canadians made up a majority of those 
present. The president of the union, Charles, called the vice- 
president to preside and, taking the floor, urged the members to 
defer action on the case until Northrup’s return. This proposal 
was hooted by the French Canadian faction, and one of their 
number remarked that a final appeal had been made to Northrup 
and that further parleying with him was useless. This speaker 
then proposed that Frank be fined $100 for violating union rules. 
After a heated debate the fine was voted by a small majority. 
Next day, when Frank was notified of the union’s action, he 
refused to pay the fine. 

No steps were taken by the union to discipline Frank until 
the agent returned. At that time, Charles called on Northrup 
and related the happenings that had transpired in Frank’s case. 
Charles said that only the strongest efforts on his part had pre- 
vented a walkout of the loom fixers employed by the Overton 
Cotton Mills. Charles pointed out that Frank was obstinate 
about the fine and that each day the issue was allowed to drift 
afforded certain factions the opportunity to criticize and belittle 
the union. Charles said that the laxity shown in the case was 
creating the impression that the loom fixers were undisciplined 
and their administration weak-kneed. He urged that Tony be 


OVERTON COTTON MILLS 383 


discharged to avoid trouble, his reason being that Frank’s refusal 
to be disciplined would automatically expel him from the union, 
and that the other union loom fixers would not work with an 
expelled member. Charles pointed out that working with a man 
who was not and never had been a unionist was an entirely dif- 
ferent thing from working with a man who had been “thrown out” 
of the union. Charles said that the position and past services 
of the union should induce the agent to conserve its reputation 
and strength. The union leader conceded that Frank was a good 
workman, but argued that this fact practically assured Frank a 
job elsewhere, so that should Frank leave because of Tony’s re- 
lease no great harm would be done. Referring to Tony, Charles 
said that the boy had not come to the United States until abnor- 
mal conditions made it likely that he would secure work, and 
added that since those abnormal conditions had passed he should 
not now be a pretext for undermining union standards. 

In reply, the agent said that the union had disregarded his re- 
quest to let the matter rest until he returned from his trip and 
that he felt like washing his hands of the affair. He stated that 
pressure of other matters compelled him to ask Charles to see 
him two days later, when he would give Charles his final decision. 

At the meeting two days later, Northrup proposed that the 
issue be referred to an official of the national textile workers’ 
union for final settlement. Charles agreed to this proposal. 
Shortly thereafter, the official of the national union reviewed the 
case and ruled that the fine was exorbitant and that the motive 
of the Portuguese justified an exception from usual procedure in 
cases of infractions of union rules or standards. Frank and 
Tony were allowed to continue their arrangement. 


ComMMENTARY: The basis of the union’s opposition to Frank’s ef- 
forts to help his brother is clear. The union desired to limit competition 
among its members, that is, competition in service rendered by them. 
The argument of the unionist in this case would be that had the agent 
wished to, he might have used the effort put forth by Frank as a new 
standard of performance, or as a basis for a ruling that loom fixers 
should be responsible for more looms than the number they previously 
had kept in order. The union work standards involved here endeav- 
ored to fix the amount of service that was to be rendered by union 
members for a given union wage. Those rules were really service 
specifications, intended to govern competition between sellers of labor. 
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The union membership, made up of loom fixers from various mills 
in the city, did not wish to run the risk that Northrup might use 
Frank’s exceptional efforts to help his brother as a means for exacting 
a larger amount of work from each loom fixer in the Overton Cotton 
Mills. They reasoned, no doubt, that an increase in the duties of loom 
fixers in one mill would be followed by a similar increase in the duties 
of loom fixers employed by other firms in the locality. 

The members of the union did not discriminate between the motive 
that actuated Frank in this case and a desire for more wages. Usually 
an employee who does more work than the standard established by a 
labor union makes the exceptional effort in order to increase his earn- 
ings. It is plain that Frank was actuated primarily by fraternal affec- 
tion and not by a desire to increase his personal earnings. 

The issue was not sufficiently important to justify a test of strength 
between the union and the employer. In submitting the case to a third 
party for adjustment, neither side confessed weakness. The strength 
of the union lay in its control of almost all the loom fixers in the city, 
and in the strategic power of the loom fixers in a cotton mill. A strike 
at the time, 1919, probably would have caused a large financial loss 
to the Overton Cotton Mills. Frank’s idea of his ability to furnish 
the mills with loom fixers might have been exaggerated. In any event, 
the hiring of strike breakers would have been highly disadvantageous 
to the mill management. Strike breakers would have been of uncertain 
competency; one nationality, the Portuguese, probably would have pre- 
dominated; the presence of such a group might have led to irresponsible 
mass action at some subsequent time. The mill agent apparently did 
not wish to disrupt the union, but was willing to deal with its officials 
as spokesmen of the loom fixers in his employ. 

The mill agent’s strength lay in his reputation as an employer, and 
in the soundness of his motive in assisting Frank and Tony. Other 
factors in the agent’s favor were: the fine levied on Frank was exorbi- 
tant; the union was not united with regard to this penalty; the division 
of opinion among its membership coincided with factional lines which 
previously had weakened the organization. 

During his 30 years’ association with the company, the agent had 
had personal contacts with many employees. Those contacts doubtless 
had fostered employee confidence. The agent, moreover, realized the 
value of conferences. He did not take hasty or unexplained action in 
this matter. He allowed the union ample time in which to decide this 
issue apart from the dissension of nationalities in its membership. 
Some of the members of the local union who did not know Northrup 
took action, no doubt, upon an assumption that he might misuse any 
relaxation of working rules which was permitted in his plant. 


OVERTON COTTON MILLS 385 


It is interesting to note the way in which Charles, president of the 
union, attempted to prevent summary action in the case, but found 
himself unable to cope with the mass feeling of the French Canadians 
against the Portuguese, which became focused upon Frank and his 
“infraction” of union standards. The real antagonism in this case 
clearly was between Frank and certain union members rather than 
between the union and the employer. 

No doubt the national union official wished to reduce the friction 
between the Portuguese and French Canadians in this local union. He 
knew that enforcement of the fine would increase that friction. He 
held that Frank’s motive was different from that of the individual whom 
unionists ordinarily have in mind as a violator of union standards. It 
was probably by explaining that difference that the national official 
induced the local union to rescind the fine levied in this case, for on 
that ground the local union could reverse its decision with dignity. 

This case illustrates the practice of certain labor organizations in 
regard to limiting the amount of work regularly done by their mem- 
bers. Such regulations of production may have several purposes. They 
may be intended to prolong employment and, indirectly, to prevent a 
glut in the labor market which would affect wage rates. They some- 
times are alleged to be defensive measures against the imposition of 
larger daily tasks which might menace health. They may be defensive 
measures against rate cutting, the workmen believing that when greater 
effort is put forth the wage rates will be scaled down, so that after a 
period the wages paid will not have been increased in proportion to 
the larger quantity of product turned out. Here the loom fixers prob- 
ably feared that more looms would be placed under their care and that 
for the added work they would not be given a proportionate increase 
in wages. 

It is apparent at once that employees’ rules to limit work cannot 
be condemned or endorsed indiscriminately. Each instance must be 
judged on its merits and in the light of past practice on the part of 
both employer and employees. 

Operatives in a number of textile mill departments are called upon 
to tend batteries of similar machines. The number of machines of a 
given type tended by each employee, therefore, is a primary considera- 
tion in appraising the difficulty of the job. For this reason, textile 
operatives are concerned when a fellow worker tends more than the 
customary number of machines. 

In setting up rules to limit work, the employee reasons from his 
immediate personal problem, and he also shows his acceptance of col- 
lectivist ideas. The rules are intended to regulate the individual in 
the interest of the economic position of a particular wage-earning group. 
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Unquestionably, from the standpoint of the immediate interest of 
the manufacturer and of the buyer of the wares, who often is an 
employee, such working rules are disadvantageous in that they raise 
costs and limit production. In this clash of interest, however, no par- 
ticular view is always deserving of the neutral observer’s approval. 

When the working rules slow down operations to the extent that the 
workers must put forth deliberate effort to accommodate their pace to 
the restrictions, the effect upon the workmen is deplorable. The work- 
ers’ satisfaction in achievement is practically eliminated and they fasten 
their minds upon the clash of interest in the bargaining process. Thus, 
work loses its attractiveness and becomes a matter of resistance to, 
and deception of, the employer. This experience, if prolonged, must 
be detrimental to the employees’ craftsmanship and satisfaction in life. 

Working rules restrict competition among employees; the rules 
often limit exertion and indirectly, therefore, the “supply” of effort. 
Both of these aims, the restriction of competition and the limitation 
of supply, have been held at times by sellers of many types of wares 
and service when, in their opinions, the returns immediately obtainable 
in a freely competitive market were unsatisfactory. 

These endeavors arise because of the present complicated organiza- 
tion of economic life. If each household were practically self-sustain- 
ing, efforts to restrict output would not be attempted because they 
patently would be detrimental to the household’s members, the con- 
sumers. But at present, people in their activities as producers follow 
highly specialized callings. They exchange their products or services 
for money, which, in turn, they exchange for a wide variety of con- 
sumable and capital goods. Their interest is directed, therefore, toward 
the wage bargain and to the relationship between the supply of, and 
demand for, labor. Because laborers have to negotiate the disposal of 
their effort, as well as put forth that effort, they sometimes attempt to 
restrict their effort with a view to obtaining more advantageous terms 
in its sale. The ultimate consequences of this practice or the conse- 
quences of its general application are not given primary consideration. 

An inverse relationship of group effort to group advantage is more 
probable than such a relationship between individual effort and indi- 
vidual advantage. It is conceivable in many instances that, for the 
time being, the demand for the labor power of a given craft group in 
a particular establishment is fixed. Should the workers in that group, 
one among many groups working upon the product successively, in- 
crease their effort 10%, the number of them employed probably would 
be reduced 10%. ‘This immediate result is all-important to the em- 
ployee whose reserve funds are limited, who may have to learn a new 
vocation if discharged for lack of work, or who may have to transfer 
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his home to some other industrial center where his specialized skill is 
in demand. 

If attention is not narrowed to increase of output by some one group, 
but is directed to the sum of increases within an industry or firm, 
over a period of time ample to permit of transitions of labor and capi- 
tal from one employment to another, it may be reasoned that laborers 
in the long run will benefit through absence of artificial limitations on 
output. But the wage earner in forming working rules has in mind his 
own personal, immediate problems and those of his associates—their 
jobs day by day and their wages week by week. 

The reasoning of the wage earner, that of the employer, and that of 
the economist, do not conflict to the degree that may seem apparent 
on the surface. The differences in their conclusions result from differ- 
ent assumptions and different relative weights placed upon the diverg- 
ing interests involved in the problem. 

Working rules of the kind presented in this case are monopolistic in 
character. If applied throughout an industry they may exploit the 
consumer; if not industry-wide in application they influence adversely 
the competitive position of the employers in whose shops they are 
effective. To that extent, the selective influence of competition in bring- 
ing forward capable industrial leadership is placed upon an unsound 
basis. Working rules which limit output tend to cut down the real 
income of society. At times they must harm the fiber of the individuals 
who practice them, so that the rules’ immediate monetary benefits to 
those persons are exceeded in time by intangible, but nevertheless cer- 
tain, losses. 


July, 1926 J. W.R. 


ForBusH SHOE CoMPANY? 
MANUFACTURER—SHOES 


Union Retations—Retention of Employee Despite Union’s Demand for Dis- 
charge. At a time when a union was gaining prestige rapidly in a shoe 
manufacturing company’s plant, the union committee demanded the 
discharge of an employee who had reversed his former favorable position 
towards the union and who had a personal following among foreign- 
born workers. This man had violated union rules and had refused to 
submit to union discipline. The plant superintendent, who met the 
union committee, recognized that the man was not a desirable employee, 
but he decided to oppose the request because, from his standpoint, 
adequate grounds for the discharge were lacking. 


Union RELATIONS—Company’s Action to Meet Union Pressure. A shop 
committee, whose members were union men, demanded the discharge 
of an employee of a shoe manufacturing company on the grounds of 
duplicity in relations with fellow workers and unsatisfactory conduct in 
the shop. The union had imposed discipline on the man, but he had 
defied the organization. Because of the company’s open-shop policy, 
the plant superintendent refused to grant the committee’s request. 
since he viewed it as another attempt by the union to discipline the 
worker. Upon his refusal the committee threatened to strike. The 
superintendent then referred the issue to the manager. The manager 
investigated the serious charges brought against this man as an em- 
ployee, and endeavored to find a basis for dealing with the individual 
apart from his relations to the union. 


(1919) 


On Saturday, November 8, 1919, A. Levinson, who was em- 
ployed in the sole leather department of the Forbush Shoe Com- 
pany’s factory, requested a settlement of his wages because he 
wished to leave the company’s employ. The foreman refused to 
give Levinson an order for his wages without knowing his reason 
for quitting. Levinson then went to the employment supervisor. 
The employment supervisor took Levinson to see the superin- 
tendent, but the latter was away from the plant. The employ- 
ment supervisor talked with Levinson in the superintendent’s 
office. Levinson alleged that the union grievance committee in 
the department in which he worked and many of his fellow oper- 
ators had made his life miserable. At that time this union, which 
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was organized nationally, was gaining prestige rapidly in the com- 
pany’s plant. Levinson was much excited in this conference and 
talked a great deal about his abuse at the hands of his fellow 
employees. Before the conference was over, he also stated that 
he had not been getting his share of “centers.” It appeared 
that the piece rate for centers was slightly out of line, so that a 
worker getting centers could earn more than one who expended 
the same effort in cutting another part of the hides. Levinson 
also objected to the sizes that he was asked to cut and said that 
he had been getting large sizes while some of the other cutters 
were asked to cut small sizes, which enabled them to earn more 
than he could earn. 

The employment supervisor urged Levinson to remain and 
take up the case with the superintendent of the sole leather de- 
partment on the following Wednesday, November 12, when the 
superintendent was to return. 

On Wednesday morning, a conference was held in the super- 
intendent’s office. The superintendent, the foreman of the de- 
partment in which Levinson was employed, four members of the 
union grievance committee, and Levinson were present. The 
superintendent heard the case. Levinson repeated the complaints 
he previously had made in the conference with the employment 
supervisor. Levinson also stated that the grievance committee 
of the union had told him not to take anything up with the man- 
agement except through the committee. The chairman of the 
grievance committee replied that Levinson was lying; that the 
grievance committee never had advised him not to take up any- 
thing with the management directly. It then developed that the 
grievance committee objected to having Levinson employed in 
the department because he had broken union rules. The super- 
intendent suggested to the grievance committee that it was proper 
for the union and not for the company to discipline a man who 
had broken union rules. 

The conference was closed by the superintendent after he had 
assured the members of the grievance committee that he would 
take the matter up with them as soon as he was able to get from 
the records the facts concerning the assignment of work to A. 
Levinson. The superintendent asked for two days in which to 
gather the necessary data. 
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The following bulletin had been published by the company to 
explain its policy regarding labor unions: 


POLICY IN REGARD TO LABOR UNIONS 


1. There are several labor unions in the shoe industry. 

2. The position of this company regarding each and all of 
these unions is entirely neutral. 

3. The company cannot advise an employee whether or not to 
join a union or whether or not to join any particular union. This 
question the employee must decide for himself. 

4. The company cannot allow any discrimination against, nor 
can it favor, any person because of membership in a labor union. 
The company must do what it believes to be right by everybody 
working here. 

5. The company must act toward all employees according to 
the facts in each and every problem. All employees have the right 
to the same treatment, whether or not they belong to this or that 
organization. 

6. The policy of this company with regard to becoming a union 
shop kas not changed. Any statement that the company intends 
to compel employees to join any particular unions is not true. 

7. We have not yet been convinced that the company ought to 
accept in their entirety the principles and policies of any one labor 
union now existing in the shoe-manufacturing industry. 

8. This company does intend to avoid committing any aggres- 
sive act which is unjustifiably antagonistic to or hastily directed 
against any labor union. 

9. We recognize that the true interests of the company and its 
employees are identical. We believe that the most satisfactory 
solution of problems arising in this factory can be had only by 
frank, open conferences with employees, thus utilizing their under- 
standing of shop conditions, 


10, There should be the freest possible opportunity to discuss 
problems with the company management either: 


a) Personally direct with the foreman, employment super- 
visor, superintendent, or general manager; 

b) Through special committees chosen by the employees in 
any department; 


c) Through regularly elected general committees. 
If and when such committees are chosen, it is clear that every 
employee should have an equal vote. 

On Friday morning, November 14, the superintendent talked 
privately with Levinson and told him the results of the investiga- 
tion regarding the discrimination he had alleged in the allotment 
of centers. The superintendent also stated his decision regarding 
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Levinson’s status with the company. These points were restated 
in a conference held that afternoon with the union grievance com- 
mittee. 

The complete record of the conference with the union griev- 
ance committee on the afternoon of Friday, November 14, 1919, 
follows: 


PRESENT: 
For the Company: 
Mr. LawrENCE, superintendent, sole leather department 
Mr. THompson, planning department 
Mr. IRELAND, planning department 
Mr. Coorey, foreman 
Mr. SmitTH, supervisor of employment 


For the Employees: 
Mr. NEWELL, chairman, grievance committee 
Mr. KELLEY, member, grievance committee 
Mr. Moore, member, grievance committee 
Mr. O’Brien, member, grievance committee 
Mr. Copy, member, grievance committee 


LAWRENCE (M)?: I will tell you what we did in the matter of this 
man Levinson. I had them make up a complete list since the first 
of last January of what every single man has had to cut by weeks, 
and Levinson has had just as good a deal as anybody else, and 
even a little better; as far as that’s concerned he’s got no kick on 
that. He made one or two claims; he said he was cutting “centers” 
when it wasn’t as good a job as “hind shanks.” I think that we 
have been able to prove that “centers,” when he was cutting them, 
were a little better job than “hind shanks,” and “hind shanks” 
now are a lot better job than they used to be. He kicked on his 
sizes. We got the list for four weeks and he had had two size 7, 
one 10, one 11; we figured that averaged up fairly well, so we told 
him that, as far as we were concerned, if he came back to work— 
this is from the company’s standpoint—he would go right in on 
exactly the same basis as he has been, and could expect exactly 
the same treatment as in the past as far as the company is con- 
cerned, which is what we consider to be absolutely fair and square. 
He has had just as good a deal as anybody else, and possibly a 
little bit better. There are lots of fellows who are more entitled 
to “centers” than that man is at the present time. That settles 
the matter as between this man and the company; now comes the 
question between you folks and this man, and I have talked with 
members of your committee and told them the situation as it 
looked to me. The company has no grievance against the man. 
We recognize that he is a fault finder and a kicker, and the fore- 


2 (M) signifies management representative; (E) signifies employee representative. 
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man would frankly just as lief that he weren’t with us as that he 
is; but we can’t fire a man simply because of that. He is a good 
cutter; I think you folks will admit that. As I say, the company 
has no grievance against him. From the company’s standpoint 
there is no reason why the man should be discharged. You folks 
feel that the man should not be retained in the company’s employ 
and we therefore are asking you people to give us reasons why the 
company should not retain him. 

The other day you made the statement that he had broken the 
rules of the union, but as I said, that is not something that we can 
deal with here. If the man breaks the rules of the union, you can 
do anything to him that you want to as far as the union is con- 
cerned, and that’s none of our business; but unless he has also 
broken some of the rules of the company, unless we have a closed 
shop which, of course, we haven’t got, we can’t discharge the man. 
I think the members of the grievance committee agree with me on 
that basis that you should not ask us to discharge a man simply 
because he has broken some of the rules of the union, under present 
conditions. Now, then, what is your side of the case? Why do 
you folks feel that the company should discharge the man? Just 
what is your basis for asking it? 

NEWELL (E): As a fellow employee down there, I think that he is 
unfair from every way you take him. He is a trouble maker on 
the floor, leaving the union part of it entirely out. 

LAWRENCE (M): Let’s do that, because as you folks agree, he may 
have broken the by-laws of the union that we, of course, know 
nothing about. You could fire him out of the union for that; but 
now, from your standpoint, what has he done that has been detri- 
mental to the interests of the company? Why should we discharge 
him, from the company’s standpoint? 

NEWELL (E): I should think, from my part, you have got a foreman 
in the room, you want to see him obeyed and respected, and he 
doesn’t do it. 

LAWRENCE (M): What have you to say about that? 

CooLey (M): The only thing that he has been disrespectful about is 
when he talks about stock and finds fault. The other day he didn’t 
refuse to do that; he simply quit. 

LAWRENCE (M): Hasn’t any man a right to quit? I mean, if he 
isn’t satisfied with the way things are going, he can come and say, 
“I’m through.” That is, you can’t say he is breaking the rules 
of the company under those circumstances. 

O'BRIEN (E): Well, do you think it is a fair and square deal for a man 
to quit without notice? When this company discharges a man, 
they don’t do it on a minute’s notice. 

LAWRENCE (M): No, we expect to give a man a reasonable notice 
unless there is some good reason why we shouldn’t. 

O’Brien (E): I know, but this man has a grievance against the com- 
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pany, the company has used him fair and square, he has left your 
employ at a minute’s notice; he was not fair to the company, 
was he? 

LAWRENCE (M): He didn’t leave us. He came and said he wanted 
to get “through.” Before we let him go, we went into it. We 
talked and talked and talked with this man. We wanted to be 
absolutely fair, but we have told the man, “We don’t feel that you 
have been discriminated against; we feel that we have given you 
a square deal. As far as we are concerned, if you come back to 
us it will be under exactly the conditions that have existed.” 

KELLEY (E): Does he want to come back? 

LAWRENCE (M): Now he says he does. 

KELLEY (E): That’s different. 

LAWRENCE (M): Now, I frankly didn’t expect he would; but he does. 
But now what we are putting up to you is, what do you want him 
to get “through” for? I am going to tell you, as I told one mem- 
ber of your committee, the report has come to us in a round-about 
way that you people want this man discharged, want him to get 
“through,” because you feel that he has been attending your meet- 
ings and then has been reporting to the company what has gone 
on at the meetings. The only one he has talked with has been 
Mr. Cooley, and Mr. Cooley states that he has not reported any- 
thing. Isn’t that true, Mr. Cooley? 

Cootry (M): Correct! 

LAWRENCE (M): He has not reported anything. As I told Mr. Moore, 
we aren’t hiring spies; we don’t want people to come and tell us 
things that we are not going to get in a right way. 

Ket.ey (E): I don’t think that charge was ever preferred against him. 

LAWRENCE (M'): No, it was reported to us through another depart- 
ment. You have never made the charge at all; in fact, you have 
never made any charge except the general one that you don’t want 
to work with him down there. We want to find out if your rea- 
sons are such that they will justify us in not wanting him to work 
for us. 

Ketiey (E): He is unfair to the men he is working with in this way: 
he wants to get ahead of them and doesn’t care if he knocks a 
man down and steps on him. Another thing, he won’t obey the 
rules of the union or the company, that is, when they both have 
the same rule. Now in regard to working from whistle to whistle; 
this man was one of the first that wanted everyone to wait until 
the whistle blew and to stop when the whistle blew. He was one 
of the very first men to break that rule. Some of the cutters com- 
plained about it and they took it up with him and he got sore. 
I don’t know if that’s the reason he quit going to the meetings 
for a while, or not. At any rate, he absolutely refused to stop 
doing that thing. 

LAWRENCE (M): Did he continue doing that? 
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Cootry (M): I don’t think that has been done to any extent by any- 
one since they made that rule. 

LAWRENCE (M): We asked all the foremen to enforce that ruling as 
nearly 100% as possible. 

O’Brien (E): He is the first person who broke that rule; I spoke to 
him at that time. 

LAWRENCE (M): As I was telling you about this other proposition, I 
don’t know whether you had it in mind or not, I don’t know if 
there is anything in it; but some men in Upper Leather said, “We 
understand you’ve got a man who has been playing the spy, and 
the grievance committee has demanded that he be discharged on 
that account.” 

KeELiry (E): I went over there to a conference the other night, and 
they wanted to know who the spy was. I told them there wasn’t 
any such thing at all. 

LAWRENCE (M): Well, those things do get garbled, and while in this 
case it doesn’t enter into it, we want you to know that he hasn’t 
been going to Mr. Cooley with any tales. Also, here in the fore- 
man’s instruction book which every foreman, superintendent, and 
manager is supposed to know, these instructions exist: 

It is against the policy of this company to employ inform- 
ers, spies, plotters, detectives, or other persons for the purpose 
of reporting to the management on employment problems or 
labor administration. You are especially cautioned to dis- 
courage tattle-tales, voluntary informers, and employees who 
endeavor to ingratiate themselves with you by reporting the 
actions of other employees in a disloyal manner. 

I want to strengthen the statement I made the other day, that we 
don’t want people to come and tell us things they have no right to 
tell. We recognize the right of our employees to organize and deal 
with us collectively; we don’t ask them to tell us the secrets they 
have. We are perfectly willing to have them tell us anything that 
they feel is fair to them that we should know. I just wanted to 
get that out of the way. Now, as it stands now, as I told Mr. 
Kelley and Mr. Moore, you are asking us to discharge a man that 
we feel we have no grievance against that would make it necessary 
for us to discharge him. I feel that the man is a trouble maker, 
there is no particular argument about that. He is not always as 
truthful as he might be, because we have discovered quite a few 
statements that he has made that wouldn’t stand investigation; but 
he isn’t the only man who is working in this factory that those 
things could be said of with equal truth. There are some men, 
presumably in equal standing with your union, that as far as the 
company is concerned we would be just as much justified in dis- 
charging as in discharging this man Levinson; men who have made 
just as much trouble for us, who are just as much chronic kickers. 
KELLEY (E): Yes, but there is another factor to be considered, Mr. 
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Lawrence. Considering that this man has been a trouble maker 
and is a trouble maker, kicker, and so forth, there may be others, 
but the men haven’t refused absolutely to work with them, which 
shows that they haven’t been hit directly by these, and they have 
been by Levinson. 

LAWRENCE (M): That’s what we want to get. Just what has he done 
or said to make the men take that attitude? Levinson was in 
here and I asked him, “What would make all the people in your 
room feel toward you as they say they feel?” He says he hasn’t 
said anything; he doesn’t believe that any of the men feel that 
way except one or two. 

KELLEY (E): We feel that he isn’t trustworthy; we are suspicious of 
him because from the very first he was strong for the union and he 
wanted everyone else to be in it. For a man to make such a right- 
about-face as he did would naturally make the rest of the men 
distrust him. 

LAWRENCE (M): I agree with you on that, but that from my mind is 
from the standpoint of the union. 

KELLEY (E): No, as a man to work with. 

LawRENCE (M): Well now, how would those particular points injure 
you folks working with him? As I understand it, most of the 
time, this man has had, as far as his fellow employees are con- 
cerned, very little to say. Is that the truth? 

Cootry (M): I think so, as a general thing, yes. 

LAWRENCE (M): That is, he has gone to the grievance committee or 
to Mr. O’Brien frequently with kicks. 

O’Brien (E): I think he runs my job more than I run it myself. 

LAWRENCE (M): Well now, has he had much to do with the other men 
in the room? 

O'BRIEN (E): Let me tell you. When we organized this place, they 
put me as representative in that room. Instead of me acting in 
that capacity, he acted in it; he made all the prices. I was willing 
to keep him in good humor if I could. He explained everything 
to the men. He took the job off my hands and run it. When I 
didn’t give him “centers,” and he couldn’t get them himself, he 
went to work and made a kick. He violated the rules that he made 
himself, that no man should work over eight hours a day. He 
was the first one. Someone called my attention to it and I said: 
“Abe, that isn’t right. Why don’t you do the right thing?” Well, 
we went to work and we put up with that. He wouldn’t pay his 
dues; we didn’t mind about that. We didn’t interfere with him 
one way or the other. Well then, the first thing we knew he paid 
his dues. Everything was all right. Then he come around to me 
again and didn’t speak to me for a long time. Every day he would 
come to me and ask me if I wouldn’t have him changed over to 
“centers.” I said to him, “Go to Mr. Cooley.” He says: “You 
have more power than Mr. Cooley.” I laughed at him, so I kept 
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putting him off that way. I spoke to Mr. Cooley about it; I says: 
“T think Levinson is up against it.”” I says to him: “He’s come to 
me repeatedly and said that he was going to get through.” Well, 
everything went along all right until this Saturday forenoon he 
come over to me and he really demanded that I should change him 
to “centers.” I see everything was going; somebody told me that 
he was on the war path. I got to work and tried to get away from 
him, but he gets hold of me. I says to him: “Just wait for a sec- 
ond and I'll get Cody and send him down to Mr. Cooley.” I 
says: “We'll get it straightened out now.” I went to look for 
Cody. By the time I was back, he was up here in the office. Now, 
if you people had called that fellow’s bluff, he would have been 
back here Wednesday morning, and we would have forgotten all 
about it. 

LAWRENCE (M): You agree to that? 

O’BRIEN (E): Yes. 

LAWRENCE (M): What has he done since that time? 

O’Brien (E): I'll tell you; I’ve taken that fellow into my own home 
and talked to him. Told him that he had to work for a living. 
I said: “It don’t make no difference how many times you leave 
here, you’ll come back.” He was at my home only last Sunday. 
He really had no grievance against me, but he has now. Now for 
as far as the foreman is concerned, of course I’m not going into the 
detail, but he has no more respect for that man than he has for 
the dirt on his feet. I know it. I come in contact with all the 
men and I know their grievances. If the men don’t speak to me, 
I know the cause, what cause they aren’t satisfied. I’ve done it 
since I have been on the board. As I said before, I have tried to 
humor him in every way. I said to him: “Your turn is coming; 
wait. We all have to wait.” But, no, he got it in his head that he 
would go among these Polanders. Down in my heart I have some 
pity for his wife, but when you people went to work and called 
him up about the shop committee, it was the biggest bluff I ever 
heard of in my life. Then these men came up here, and as far as 
I understand, he says to whoever is up here: “You give me ‘centers’ 
and the other fellows will be all right.” 
NEWELL (E): He made the remark: “Give me ‘centers’; give them to 
a friend of mine, then the rest of the line will feel all right.” 
O’Brien (E): But I will tell you, Mr. Lawrence, if I knew at that 
time what he said, I’d have gone and got those fellows together 
and said: “Give them fellows the sidewalks and we’ll take the 
Centersaay 

THompson (M): I heard that in my office. 

LAWRENCE (M): When was this supposed to have occurred? 

THompson (M): I should say a little while before the 4th of July 
vacation. 

LAWRENCE (M): What was it supposed to be? 
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THompPsON (M): There was a readjustment of prices down there; that 
was the time we raised “centers” 5% and “hind shanks” 15%. 
LAWRENCE (M): It was entirely informal; you just called up a bunch 

of men? 

O’BRIEN (E): No, they were going to have the shop committee. 

LAWRENCE (M’): That I don’t think is correct, because at that time I 
was in charge of Sole Leather. This must have occurred after the 
first of June. 

THompson (M): I think I asked you, Mr. Cooley, to see the com- 
mittees. We had a committee of inner sole cutters and a com- 
mittee of outer sole cutters. How they were picked, I don’t know; 
but I do know that we didn’t pick them. Do you remember how 
they were picked? I think Mr. Johnson picked the three outer 
sole cutters and the three inner sole cutters. 

O’BRIEN (E): Now you see from the start this man has been selfish 
all the way through. He was working for himself and nobody else, 
but when this man was in trouble, he come to me just like the rest 
of them. 

NEWELL (E): There is another case there. One time this summer, two 
men had a mistake in their pay; they were short something. They 
told the grievance committee; the grievance committee took it up, 
and didn’t make much headway, and those two men came up to 
the office and fixed it up. But Levinson at that time said they 
should be suspended or something because they had broken our 
rules. We had to get those fellows to come up there and state 
just why they did that. He can do these things as he sees fit. 
The other day he made the statement in the hall that we were up 
here in the office and that we were going to pack that room with 
French and Irish. Just look at that for the way he makes things 
up. Yesterday he was going out and one of our fellows came up, 
just to make him believe that they don’t know anything about 
the case. They said: ““What’s the matter?” He says: “That case 
up there, I’ll have to be paid until it’s settled.” 

LAWRENCE (M): He has never been discharged. We asked him to stay 
yesterday, and while we kept him waiting we said we would pay 
him. 

O’BrIEN (E): Mr. Lawrence, we haven’t any hard feelings against this 
man. 

Lawrence (M): Why didn’t you just kick him out of the union and 
let him go on working down there without belonging to the union? 

O’BrIEN (E): That’s up to the men, not up to us; they have taken 
that stand now. He isa fellow that can speak Polish, and he’s the 
fellow that organized it, practically the whole Sole Leather, amongst 
the foreigners. He was the first man to congratulate me when I 
joined. He joined even before I did. Now he says he was trapped 
into it. Instead of this, he has trapped us into it. Now he is 
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getting a taste of his own medicine. He thought by putting me 
on this committee that he could get the cream. 

LAWRENCE (M): Well, as far as you are concerned, if he is out of your 
union, he can’t bother you at all with his grievances, and as far as 
we are concerned we haven’t offered him any sops or anything of 
that sort to come back. We told him right here that if he comes 
back he comes just exactly as he left. 

O’BrIEN (E): What did he leave for? 

SmitH (M): He felt that he was being discriminated against. 

LAWRENCE (M): Well, he told this first— 

O’Brien (E): But how often has he been discriminated against? About 
every three months? 

LAWRENCE (M): I guess that’s the truth. 

O’BriEN (E): Now you know, that place is more or less among the 
men. Now if he is allowed to do that as he has been doing it, you 
will have every man in the department doing the same thing. They 
come to me and say: “Well, if this fellow can do that, why can't 
I do it?” 

LAWRENCE (M): What are we getting out there? 

O'BRIEN (E): That isn’t it. The point is this: if you allow this man 
to come back, you are going to allow your whole department to dic- 
tate to the foremen what they shall do and what they shan’t do. 

LAWRENCE (M): We have told him right in here: I said, “You come 
back just exactly as you started out, and if the foreman says that 
you are going to cut “hind shanks” for any length of time he 
wants you to, you are going to do it, and if the foreman sees fit to 
give you any run of sizes that is necessary, those are the sizes that 
you are going to cut.” He goes right back on exactly the same 
basis. We didn’t promise a thing; we didn’t guarantee a thing; 
we didn’t say that we were going to do a thing different for him 
now than we did before. He told me that he had a grievance, that 
the company discriminated against him. We say we haven’t. We 
said: “If you stay at work, if you are not satisfied with that, you 
can go.” He said: “I guess I will come back.” 

O’BriEN (E): Are you going to allow this to go on every now and 
then? Do you know what it will cost you? 

LAWRENCE (M): I know we don’t like it, but there are a lot of others 
just like Levinson. 

CooLtry (M): I don’t think that there are many in the room that make 
complaints more than they ought to, but there aren’t so many that 
come through to the office. 

NEwELL (E): That man Levinson knew absolutely Saturday forenoon, 
when he said: “It’s all off.’ He knew the game was up, he knew 
he was wrong. 

LAWRENCE (M): Of course I wasn’t in on it Saturday morning. 

NEWELL (E): Well, he knew the game was up. He wasn’t allowed to 
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go. He played the game fair at that point, but since then he has 
gone back. Those men down there feel that he is an undesirable 
man to work with, and they don’t want to work with him. There 
is 100% of that room feels that way. 

LAWRENCE (M): Is that true of the Poles? 

NEWELL (E): We are organized to that extent in that room, and every 
man has pledged his individual vote. It can’t be changed. 

O’BrIEN (E): If he had played the game fair and square and gone out 
and come back, as he naturally would, this thing would have been 
all right. 

LAWRENCE (M): But look, as I understand it, the supervisor of em- 
ployment was the one who induced him to come back. He got 
after him and insisted that he must come back. 

O’BRIEN (E): Yes, but that’s a poor policy. 

LAWRENCE (M): But you can’t blame it on the man. Why can’t you 
people decide that you won’t have him in your union but that you 
will give him another chance to work? It’s enough to put him out 
with the winter coming on. 

Copy (E): If you let him off, the others will try the same thing. 

LAWRENCE (M): There must be some disgrace in being kicked out of 
the union. 

Copy (E): Working on his job, he probably could stand most any 
kind of a disgrace. I never heard of such a case before, where a 
man has kicked so often and even said that he wouldn’t cut the 
stock again and the company still kept him. 

NEWELL (E): It isn’t fair to us to compromise there. 

Copy (E): I never heard of such a case as this. He will speak to me 
for a while, and then all of a sudden he will get mad and start 
kicking to me. Then he stops speaking to anybody. 

O’BrRIEN (E): Sometimes he won’t speak to anybody in the room. It 
makes it disagreeable all around. We haven’t got any grievance 
against the fellow. As I was telling the foreman the other night, 
“Y’m sorry for his wife and children, but you have got to teach 
him a lesson.” If he is any kind of a man, we are willing to listen 
to the fellow, to give him a fair and square hearing; we are human, 
and if we can come to a conclusion that the man has had enough 
of this, perhaps we can straighten things out. 

Copy (E): I know myself that he is a man with a family, but just the 
same I, myself, am dissatisfied sometimes. When I was on “hind 
shanks” I wondered why I didn’t get “centers.” I didn’t go to 
anybody about it, but this fellow kicked so often and he has 
quit a few noon times since I have been here. I should think that 
you would give him a lesson and tell him that if he don’t like his 
work, to “get out.” 

LAWRENCE (M): That’s what we practically told him, but he didn’t. 

O’Brien (E): Mr. Lawrence, look here; you know that in a week or 
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so if he don’t come he will send his wife. You know what a man 
will do with a family. We would take the thing and straighten 
it out. But if he is going to take the attitude he’s taken now and 
be so damned stubborn, somebody’s got to show him his mistake. 

Lawrence (M): How do you think we are letting him down? He says 
he is getting through because he isn’t getting a square deal. We 
haven’t any concessions to make whatever; we said: “If you want 
to get through, you can get through.” He said: “I want to stay.” 

Newett (E): What was the reason for giving this man more than a 
square deal? What was the object? 

LawrENCE (M): No object at all. These figures are something we 
have compiled since last January. I say it is just, on the basis of 
the figures as they stand. The foreman is trying to line the thing 
up; there isn’t a great deal of variation, but he has had a little 
more than his share of “centers” and a little less than his share 
of “hind shanks.” We say, “We won’t agree to take you off ‘hind 
shanks’ and put you on ‘centers.’ Other fellows are entitled to 
‘centers’ more than you are.” So if he’s had more than his share, 
it is being made up at the present time. 

O’Brien (E): What is his idea of wanting to come back on the same 
basis that he left? 

LAWRENCE (M): That I don’t know. I should say that we have called 
his bluff and he’s decided he isn’t going to get through after all. 

O’BRIEN (E): I wish you had called it last Saturday. 

LAWRENCE (M): We didn’t have this dope last Saturday. 

KeELLrey (E): Why is there so strong a desire for the company to have 
this man? 

LAWRENCE (M): There isn’t. 

THompson (M): The only point was, we need cutters. 

LAWRENCE (M): Of course, that’s a fact; we don’t want to lose any- 
body that we haven’t a really good cause against. 

O’Brien (E): Why don’t you put on two of your old cutters? 

LAWRENCE (M): I know they’ve taken it up, and some names have 
been given to the supervisor of employment. The way I feel 
about this is that we have called his bluff. We are not wildly 
anxious to have this chap working for us. But as I say, as I told 
two members of the grievance committee, there is a principle in- 
volved; that is, you people have brought up this point, that your 
union didn’t like this man, they don’t want to work with him. 
The company hasn’t any grievance against him which would 
justify us in discharging him; therefore, it brings it right down to 
this story. The union is asking us to discharge a man that we 
have got no cause to discharge. The union feel that they have a 
just grievance against him, as a union. This brings up the prin- 
ciple of the closed shop. I am not arguing for Levinson at all, I 
am just sticking up for this particular principle. 
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NeEweELt (E): The union has done just the same thing the company is 
trying to do now. They should have brought it up weeks ago. 

LAWRENCE (M): Why don’t you kick him out of the union? He’s 
done this against the union. 

NEWELL (E): He is kicked out. 

O’BRIEN (E): He’s done this against the firm too. Why don’t the firm 
kick him out? 

LAWRENCE (M): We don’t feel that we have sufficient grievance. 

O’BriEN (E): He has done this repeatedly. As I say, perhaps this 
thing in a couple of weeks from now—I don’t know how the men 
feel about it, but I naturally feel myself for a man’s wife and 
children. 

LAWRENCE (M): We don’t care a thing about the individual in this 
particular case. He is a kicker and a trouble maker, but there are 
lots of others in the plant. But we feel, as I say, from the firm’s 
standpoint there isn’t any real grievance against him. I thought 
you people might bring up some point that we could say, “That 
man has done something that justifies us in putting him out.” We 
have got to defend this particular case, not only against you people, 
but against the management of the company. They are going to 
come back at us and say: “Why did you discharge that man?” 
We have got to say: “The union insisted that they wouldn’t work 
with him. We haven’t got anything particular against the man.” 
Isn’t that really the situation? Look at it from my standpoint. 

O’BRIEN (E): Yes, but the men won’t take that standpoint, and they 
all agree not to work with him. Don’t you think you have a good 
grievance just the same as we have, that the man shouldn’t work? 

LAWRENCE (M): I honestly don’t feel that the grievance you folks have 
against him justifies us in going so far. I feel that as far as you 
folks are concerned you ought to be satisfied with putting him out 
of your union. Say: “You haven’t played the game with us as a 
union, and we don’t want you to belong to the union any more.” 

O’Brien (E): Well, if he comes back, it is just like you put a snake 
in the grass and it crawls around and it could make a lot of trou- 
ble for you and the rest. 

LawrENCE (M): He’s already doing that, as far as that’s concerned. 

O’Brien (E): But wouldn’t it be better for you and for us to have the 
man out for a while? I’ve no doubt but we are all human, if 
it comes to that. If aman comes to us with a tale of woe, we fall 
for it. We are playing the game fair and square with this fellow. 

LAWRENCE (M’): Yes, I think you are. I’m not arguing in favor of 
the man as far as anything that you folks want to do with him is 
concerned. I haven’t any question but that he has merited dis- 
charge from the union. Now we have called his bluff as far as the 
company is concerned. He said he was being discriminated against; 
we’ve told him that he wasn’t. He said he was going to get through 
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because he hasn’t had a square deal. We say: “Here, you have 
had. These are the facts in the case. If you want to work with 
us on the same basis exactly, all right. If you aren’t satisfied, get 
through.” And he decided he wanted to work. 

NEWELL (E): Mr. Lawrence, just look at what an unfair proposition 
it is, one man up against a room of that kind, and every few 
minutes to go and kick up a rumpus and then you say: “We 
haven’t got a thing against you, Abe, you’re fine and dandy, go 
back to it.” 

LAWRENCE (M): We don’t say that. 

NEWELL (E): It comes down to that. He don’t do it himself; he will 
suggest a committee to do this and a committee to do that, and so 
forth, all that stuff. 

LAWRENCE (M): Well, can he do that from now on? 

NEWELL (E): When he’s in good standing in the union, yes. He is not 
in good standing now, while he is acting this way. 

LAWRENCE (M): If you’ve fired him out of the union, how can he do 
this now? 

NEWELL (E): Well, he can’t now. 

O’BrIEN (E): If he comes back again, he speaks Polish, and of course 
naturally he will get around these Polish fellows. I can imagine 
what he’ll say. Now you know, take those Polish fellows, some of 
them are very easily led, and what he will naturally say to them 
will cause unrest among the whole. He was the biggest man in our 
union; he had more power in the union than any man up here. 
We sent that delegate off to New York, he was the fellow that sent 
him. But he was foolish enough to give it up. He could have 
run that union and nobody would have said a word. He had it 
all, but he let it slip through his fingers. 

Moore (E): There is one thing I’ll predict, that where you lose only 
one man now, later on there will be so much trouble that you will 
lose more than one. 

Ketiey (E): I should think, Mr. Lawrence, that when a man comes 
to the office and says he wants to get through without any notice, 
that’s one more thing against him. Then when you find out that 
he is entirely wrong, that he hasn’t really got any kick, you show 
it to him in figures; in the meantime he changes his mind and 
wants to come back. A man of his disposition, that has been a 
trouble maker to the company and the men he is working with; 
I would think that was cause enough to let him go when he put 
such a bluff as that, and when you called it you found he didn’t 
have any; and also consider the fact that his coming back under 
any conditions is going to stir up a lot of trouble among the other 
men who are peaceable. I should think that would be considered 
cause enough. 


Copy (E): I should think that would be sufficient warrant to discharge 
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a man, when he comes up and claims the company has discrimi- 
nated against him and refuses to cut the stock. 

O’BRIEN (E): Well, now, to settle your argument, we would take the 
clerk in the office and the assistant foreman and the foreman and 
the instructors and see how they vote. 

NEWELL (E): Really, Mr. Lawrence, there isn’t any need of coming 
to it unless you come to a show-down. If he comes back, they 
will go out. That’s sure. We haven’t got the right here for us to 
say what they will do. I’ve sent in his case to the district office. 
The other locals are watching our action; we can’t back down 
now. 

LAWRENCE (M): I'll tell you; the principle involved is very important. 
I feel that if it is left to me, I can only decide in one way. I 
wish I could decide the other way, because we don’t want trouble. 
We are going to have this conference next Tuesday night, at which 
it might not be improper that a case of this sort be discussed. As 
I understand it, your national organizers are going to be present. 
Why not make this case a case to be discussed at that time? 

NEWELL (E): He hasn’t any authority. 

LAWRENCE (M): Just to get their opinion on a case of this sort. 

NEWELL (E): You see, we’ve got our by-laws to go back to. 

LAWRENCE (M): But how can your by-laws say that a company must 
discharge a man in a case of this sort? 

NEWELL (E): I don’t say anything about the company. 

LAWRENCE (M): You have taken all the action that you can take in 
regard to the man by kicking him out of the union, haven’t you? 
There is nothing in the by-laws of the union, is there, that can 
require the company to discharge the man? 

NEWELL (E): We can’t require it to discharge him, but we do say that 
if he returns to work you won’t find our men at work with him. 
Just as soon as he goes to the machine, the rest of them goes out. 

O’BriEN (E): I think it is a shame in a man of his disposition. 

NEWELL (E): We don’t care if he is discharged or transferred or what 
it is; get him out of our way. 

LAWRENCE (M): He knows your attitude, I told him. 

O’Brien (E): And still he isn’t man enough to say: “As long as they 
feel that way, I’ll quit.” 

Copy (E): It isn’t the cutting room alone that will go out, it is all Sole 
Leather. 

O’Brien (E): Do you know what we are going to go up against? We 
don’t want to go up against this. That’s the last thing in the world 
that we would ever think of attempting. We are looking for peace, 
and peace we will get. 

LAWRENCE (M): Well, there is no advantage to either side in a prop- 
osition of this sort, and absolutely nothing to be gained by either 
side in the matter. 
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O’BriEN (E): No, we are all going to lose, I think. 

Moore (E): I’ve seen a case in an open shop, where they didn’t have 
any union whatsoever, in St. Louis it was. A cutter, an outersole 
cutter, known all over the city of St. Louis and no one like him. 
He was a bad man to work with. And one firm knew he was a 
fast man, so they hired him and paid him more money than the 
rest of the cutters were getting. They found out that he was 
coming, and they got together right off and they agreed that if 
this man went to work, they would not. So he went to work and 
they all stopped. The foreman didn’t know what the matter was, 
and they told him. They removed him in five minutes. I know 
that for a fact. 

LAWRENCE (M): Yes, that’s a little different case; they didn’t have 
any union there. Here is another case; you remember this chap 
that was coming back to work down in this same room that they 
accused of being a slacker and we didn’t put him on because we 
said that was a justifiable reason. We felt that he should not, the 
evidence justified us in saying we don’t want a man like that, an 
unpatriotic slacker working for the company. So we are willing to, 
in any proposition of that sort—discounting the union side of it 
altogether—if we feel we are absolutely justified in firing a man 
because he is a disagreeable individual that we don’t want to have 
working for us, and you folks don’t want to work with, we do feel 
justified in laying the man off. But I am not satisfied yet that 
you folks are really justified in taking the stand that you take. 

Moore (E): I don’t know how he could be much worse. 

LAWRENCE (M’): Well now, what are some of the other things that he’s 
done? Mr. O’Brien said that if he had gone home last Saturday 
and stayed home and thought it over, and come back to work on 
Wednesday, it would have been all right. What has he done since 
then? 

Key (E): He’s given all the rest of us a chance to think. 

Moore (E): I think he is a traitor. He is disloyal and he has broken 
pledges. 

LAWRENCE (M): Yes, but isn’t that to the union? 

Moore (E): He’s caused trouble to the company, he’s put the company 
to a lot of trouble and a lot of expense, in various ways. And he 
will still do that and more. 

NEWELL (EF): It’s all the union out there; all the help in that room 
are organized 100%. 

Moore (E): You'll make trouble if he comes back. 

NEWELL (E): Just as soon as he comes back there will be trouble. 

O’Brien (E): Don’t you think that’s evidence enough for a man that 
will try to make trouble one thing and another among the people? 
He had no kick coming; he is willing to come back on the same 
basis that he was before. Why didn’t he stay on the job? 
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LAWRENCE (M): We called his bluff, that’s the trouble. 

O’BrIEN (E): But if you’d called his bluff that day, everything would 
have been all right. You must take that into consideration. 
NEWELL (E): He seems to be getting anything he wants from both the 
firm and the union. He’s getting by all the time. Everybody is 

stretching a point for him. 

LAWRENCE (M): We are not stretching any points for him at all. He 
comes up here, has a kick against the firm; we call his bluff, he 
hasn’t any kick against the firm, he can go back to work on the 
same basis as before. 

O’BRIEN (E): Why does he want to come back? 

KeLiey (E): Why do you want him to come back? 

LAWRENCE (M): There is a principle involved there. 

KELLEY (E): Why isn’t it a good principle to have agreeable men in 
the factory? 

LAWRENCE (M): A darned good principle. Tl tell you; I want a 
chance to go over this with the foreman and some of the others. 
We will agree not to put him back tomorrow morning, we will see 
you again before we do anything more about it. Just let the 
matter rest. That is, we will not put him back to work until we 
have gone over the matter again. In the meantime, I would like 
to have you folks think it over and see if you won’t be willing to 
stretch a point. We will agree to give him a talking to, tell him 
where he gets off as far as we are concerned; we understand he 
has been disagreeable and we don’t propose to have any trouble 
maker make trouble with us; see if we can’t reach some conclusion 
that will be satisfactory to both sides. 

Keiitey (E): There is considerable tension right now; it won’t take 
much to snap a String. 

Copy (E): It isn’t just one room, it’s the whole sole leather department. 

O’Brien (E): I took very particular pains in this case, I approached 
this fellow and I stated the facts to him, told him who he is and 
what he is. He told me, “That fellow is a fool.” This man is a 
business man. He says to me, ‘Why didn’t you kick him out?” 
I says, “We can’t do that, but I would like to have one of you 
fellows talk to him.” He says he wouldn’t have anything to do 
with a man like that. He is a man you can’t approach to talk to 
at all. While you give him the good work, as he says when he 
come up here on that committee. ‘You give me centers and [ll 
be a good boy.” But give him something else and he wasn’t a 
good boy. 

Copy (E): He’s got the idea, I guess, that he can run this job; he’s 
come up here so many times and got away with it that he thinks 
he can get away with it forever and ever. 

O’Brien (E): I told the foreman that this union would stand back 
of him 100%; is that what I told you, Mr. Cooley? 

Cootrey (M): Yes, sir. 
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O’Brien (E): Anything that goes wrong in that room that Mr. Cooley 
don’t think is right, he’s got his committee and we will handle it. 
We know it is an open shop, but we will stand back of him 100%. 
Of course, he is not perfect, like the rest of us. You see we are 
working with him. 

LAWRENCE (M): We appreciate the way you people have worked with 
us; we haven’t any complaint to make as far as that’s concerned. 

Moore (E): In a condition like that, where the foreman is perfectly 
fair and square, a man of that type, I think a man that would act 
like Mr. Levinson has is a man to be discharged by the company 
because he hasn’t any chance for a kick under those conditions, 
that I can see. 

O’BrIEN (E): Up in the hall one day we were discussing this cutting, 
and Levinson says, “I don’t want the boss behind my machine.” 
Well, now just think, a man that’s got such a swell head as that. 
Mr. Cooley knows more in two minutes than us fellows do in our 
whole life. There’s a fellow’s got a swell head, he says if the boss 
comes behind his machine, he would tell him to get out. 

Cootry (M): He never did. 

O’BrIEN (E): No, but I say, that’s a man that will make all those 
funny statements. Well, I used to pat him on the back and tell 
him what a good cutter he was. I would do anything to keep him 
in a good humor. I think, myself, if you give the fellow a little 
taste of his medicine it’s the right thing to do. 

Copy (E): I don’t really believe it will do to have him come back to 
work now until it cools down. The fellows have made up their 
minds they won’t work with him. 

O’BrIEN (E): Of course, he’ll do the same thing over again if he ever 
comes back. You know that anyway. 

LAWRENCE (M): Well, I’ll tell you; I want to talk the matter over with 
the foreman and Mr. Thompson and some of the others. We will 
agree not to put him back on the job tomorrow; we will certainly 
notify you before we do that. Let’s continue the meeting some 
time tomorrow, I’ll let you know just exactly when we will get 
together again. You people think the thing over, see if you can 
arrive at any definite basis or proposition you would like to have 
us do, and we are going to think it over and see if there is any 
basis we can suggest that will permit us both to settle this thing 
in a satisfactory way. Is that agreeable to you folks, for the time 
being? 

NEWELL (E): I'll say this: I don’t like to see this come to a show- 
down now, but it has come to the point. It is too bad, honest, but 
there is no use trying to smooth it over. 

LAWRENCE (M): We are not necessarily trying to smooth it over; we 
are trying to see if there is some way to settle the thing. 

Moore (E): I wonder if you could keep him off for a couple of weeks? 
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IRELAND (M): I was going to suggest the same thing; to tell Levinson 
he was being punished for his actions and couldn’t go to work 
until a certain date. Wouldn’t that cover the whole thing? Give 
him, say, two weeks’ vacation? 

LAWRENCE (M): Well now, look, Mr. O’Brien has said that he feels 
that the man has got something coming to him. I guess he has. 
You feel that if a little later on he came around and asked for a 
job, you folks would be able to fix it up. Couldn’t we arrive at 
some definite understanding? 

O’BRIEN (E): What I meant is this: If later on that man should come 
around to us and approach us on the grievance committee and on 
the executive board, or even if his wife or somebody, and could 
give us a good satisfactory answer, if he was on the level and 
would do the fair and square thing—of course, I don’t know how 
the others feel, I’m only speaking for myself, but I know, myself, 
that this thing is going to occur again if he comes back. 

LAWRENCE (M): You think it is going to occur again if he is given a 
certain amount of punishment? 

O’BrRIEN (E): I think if we punish him this time we will have to do it 
again. 

Moore (E): I think he would get discouraged if you laid him off a 
couple of weeks. 

THompson (M): He was cutting for Mr. Jones. 

O’BrIEN (E): But you’d not have had him in the sole leather room if 
you’d had your way. 

LAWRENCE (M): I'll tell you what we would like to do, Mr. O’Brien. 
We would like to write down a list of a few names and put it up to 
you folks, and say, “Now here are some names that we feel are 
disagreeable people and that are causing just as much trouble as 
this man is, only possibly you don’t realize it.””. But I would agree | 
to giving him a certain amount of punishment, but it seems to me 
that we ought to have something definite; we ought to say, “Here, 
we feel that you have made yourself so disagreeable, such a kicker, 
and so forth, that you’ve got a certain layoff coming to you.” Can’t 
we agree on a certain length of time that we lay him off? 

Moore (E): What do you think about that? 

NEWELL (E): I don’t see what right you’ve got to do it. You know 
the general executive board have got to say that, and they’re at 
district headquarters now. 

NEWELL (E): Yes, it’s gone to that now. 

LAWRENCE (M): Then it is the union that’s insisting that he be dis- 
charged. It is not the men in the room. 
headquarters must decide it; that makes it distinctly a union 
matter, doesn’t it? 

LawrENCE (M): Why do they come into it? You made the statement 
that these people coming downstairs have absolutely nothing to 
‘do with a case of this sort. Now you say that the board at district 
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NEWELL (E): The union employees will not work with that man. 
That’s a vote they took and put down in the records. They say 
just as soon as they reinstate that man the union employees will 
go out. There it is. The idea of us trying to effect a compromise 
here now is ridiculous, because we haven’t got the right or power. 
It is all right for us to suggest to knock him off for two or three 
weeks or something of that sort, but they’ve held their meetings 
and have convicted that man of the charges. 

LAWRENCE (M): What were the charges you made against him? 

NEWELL (E): He broke his pledges to the union; he knew he was doing 
wrong; he knew it before. 

O’BRIEN (E) : He’s broken the laws of this company, 

NEWELL (E): He’d have gone further unless he was halted. 

KeELiry (E): He came and told a lot of lies last Saturday. 

O’BRIEN (E): It’s just the same as if I refused to do the work that’s 
put in front of me. 

KELLEY (E): That’s the same case; that man refused to do the work. 
I couldn’t do anything for that man. 

LAwrENCE (M): But of course we treated that man Levinson exactly 
the same way. We talked with him and did our best to get him 
to stay, seeing he wasn’t satisfied with his job. 

Moore (E): This man is a liar. We were called outside one day last 
summer to talk with him, and he was accused of saying something. 

O’BRIEN (E): Awful language he used. 

Moore (E): And they denied it. They told him to his face he was a 
liar. 

O'BRIEN (E): Well, I don’t think, Mr. Lawrence, that you really ought 
to; that is, I think you have got evidence enough there. 

LawrENcCE (M): We have evidence enough that the man certainly 
should be discharged from your union for breaking the union rules, 
and so forth, but of course that is something that doesn’t concern 
us. We have evidence enough that this man is a trouble maker. 
I'd like to have the opportunity of talking this over and I wish 
you would talk it over and see if there isn’t some way you can 
compromise the thing. Admitting that he is a trouble maker and 
that he ought to be punished for some of the things he’s done out- 
side, ought we to give that punishment? I feel that you fellows 
ought to have a certain amount of feeling for the man and his 
family, that you would be willing to consider that being kicked out 
of the union and so forth is sufficient punishment. I'll agree that 
we won't let him go back to work until we have come to some 
definite understanding. If it comes to a show-down, it hasn’t 
reached that stage as yet. We won’t let the man go back to work 
for the time being, but we do want to try to arrive at some compro- 
mise on this thing. Mr. Newell, see if you can’t find some way of 
straightening the thing out with your crowd. 
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NEWELL (E): That’s what puts me in a tough position. I’m a repre- 
sentative of the district office in this case. 

Moore (E): We recognize the fact that we haven’t a closed shop. We 
have a certain amount of principle, and there is a big principle 
involved in this. 

NEWELL (E): The unions around town are saying that the firm is just 
putting us to the test. It’s beginning to look that way. 

LAWRENCE (M): As far as we are concerned, this thing hasn’t gone 
beyond me. It isn’t a case of the firm putting it to the test. If 
anybody is doing it, I’m the one, and I’m certainly not trying to 
start any trouble. The way I feel about it is this: that there is 
this principle involved, but it is you folks who are starting the 
thing. That is, you are asking us to do something, leaving per- 
sonalities out of account, that you are only justified in asking us 
to do if we have a closed shop. That’s the way I feel about it, 
and I would be willing to talk with any of your people and argue 
the thing. That’s what I honestly feel. I’m not accusing you of 
trying to start something, but you ought not to accuse me. 

KELLEY (E): It looks very much like a test case, for this reason, that 
you apparently have reason enough to let this man go. 

LAWRENCE (M): I don’t agree with you in that. If we had absolutely 
no union, I don’t agree that we would be willing to let the man go 
on just that basis. As I said before, when it is a case of a man 
that I am convinced shouldn’t be working for us, as was the case 
of that man who was called a slacker, we refused to have him in 
our employ; but I don’t believe that this man has been such a bad 
actor that we are justified in saying, “You are absolutely done 
with this company.” I feel that as far as you people are concerned, 
you are justified in putting him out of your union. I feel that as 
far as we are concerned, we haven’t one serious complaint against 
him that would justify us in refusing to let him work for us any 
longer. I am perfectly willing to say he has started up trouble, 
has been a kicker, and for that reason I would be willing to lay 
him off for a reasonable length of time as punishment. I am 
inclined to feel that you folks are presenting the point of closed 
shop in insisting that we discharge him. That’s a point to be dis- 
cussed next Tuesday night, you see. We will agree, as far as this 
is concerned, that we won’t start the man back to work for the 
time being. I honestly feel if you folks go out and think it over 
and talk it over you will be able to suggest some compromise that 
will be agreeable to us. 

Ketiey (E): This thing has already gone through to the district office 
in regard to this man. He is out of the union, and we absolutely 
refuse to have anything to do with him on account of his unfair- 
ness. He is untruthful to his fellow workmen as well as to the 
union. He says he got into it against his better judgment; I think 
he’s made several untruthful statements about Mr. O’Brien. 
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LawRENCE (M): I don’t know particularly about Mr. O’Brien: I agree 
with you he has made untruthful statements. But now I don’t 
know that we are gaining anything by just talking it over tonight. 
Let’s go over the thing again some time tomorrow or Monday: at 
any rate, we agree not to start him back. 

NEWELL (E): I'll tell you, I’ll go and call up the district headquarters 
on this case. I’m the representative here of the district office. 
I’ve got to keep them informed in a case of this kind. Now up to 
the present time there is no progress made on the case towards 
their end. It looks now as though you want us to suspend this 
man and he is going to come right back and work against us again. 
There is no sense in that, from our standpoint. So I’ll call them 
up on the ’phone, and whether the case will hang fire or not, prob- 
ably I can let you know tonight whether they are going to send a 
man up here tonight. We will have to have a special meeting 
tonight anyway. 

LAWRENCE (M): We can get together again on this tomorrow morning. 

NEWELL (E): Sure. I'll call the district office. 

LAWRENCE (M): All right. You can get in touch with me tonight here 
in town. 


At a meeting of the superintendent and the union grievance 
committee on the next day, the superintendent refused to dis- 
charge Levinson and advised the members of the committee, if 
they still were interested in the case, to appeal to the general 
manager of the plant. 

The following note was received by the general manager of the 
plant on November 17, 1919. 

We, the cutters of sole leather factory, refuse to work with Abe 
Levinson for the following reasons: 

That he is unfair, untruthful, a trouble maker, agitator, and alto- 
gether an undesirable man to work with. He has shown himself to be a 
man who would not hesitate to literally step on his fellow workman in 
order to reach a little higher up on the ladder of success. This we can 


prove. This stand of ours has met with the entire approval of the four 
locals in the city. 


(Signed) GRIEVANCE COMMITTEE 


The general manager of the plant, upon receiving this com- 
munication from the grievance committee, called into his office 
the foreman and superintendent of the sole leather department, 
the supervisor of employment, the union grievance committee, 
and A. Levinson. The history of the case as brought out in pre- 
vious conferences was thoroughly reviewed. 

The general manager then proceeded with the investigation of 
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the case. The representatives of the employees produced evidence 
to show, without reasonable doubt, that Levinson had been one 
of the men most prominent in the organization of the union the 
year before. During the past two months, however, he had lost 
his interest in the union, had taken no part in its activities, and 
had spoken against the organization. The union grievance com- 
mittee brought into this conference several outsiders who testified 
that Levinson had told them that he had joined the union against 
his better judgment. 

The general manager proceeded further into the question which 
was brought up in the conference of November 14 when Levinson 
was reported to have said “Give me ‘centers’; give them to a 
friend of mine, then the rest of the line will feel all right.” 
Further questioning developed the fact that several months prior 
to the time that the controversy about Levinson arose, the cutters 
had complained about a certain kind of work. They had stated 
that it was especially hard to do and had appointed a committee 
to ask the management for an adjustment. The management had 
told the cutters that it realized that the piece rates on this par- 
ticular work were out of line and that as soon as a study could 
be made they would be adjusted. Shortly after this, Levinson 
had approached the foreman and had stated that if the foreman 
would give him centers, the kind of material which was considered 
preferable to other kinds, he would arrange matters with the men 
so that the company would hear nothing more from their request 
for an increased piece rate. The general manager asked the 
foreman if he recalled Levinson’s having made such a proposition 
to him. The foreman replied that Levinson had made this propo- 
sition, but that since he knew the man was inclined to talk a 
great deal he had paid no attention to it and had almost forgotten 
the incident. Several employees of the company, who were not 
interested in this question, came in and said that Levinson 
shortly after this incident had told them that he would fix it 
with the foreman so he could make more money than the rest 
of the cutters and also so the company would not have to increase 
its piece rates. 

It was brought out also in this conference that Levinson had 
advised one of the committee members not to turn out too much 
work per day, as that might have an adverse effect on future piece 
rates. Levinson had offered a motion in a union meeting, which 
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was recorded in the minutes, to the effect that one of the com- 
mittee members should see each operator’s pay envelope each 
week in order to detect the men who were working excessively 
and to influence them to slow down. This motion had not been 
carried. Several days later Levinson had told the foreman that 
one of the committeemen had introduced this motion at the meet- 
ing and that he, Levinson, had had a hard fight to keep it from 
passing. 

Both the grievance committee and the foreman described the 
man as abnormally self-centered and one who tried continually 
to advance himself at the expense of others. The foreman re- 
garded the man as a chronic faultfinder and kicker, but said that 
he knew of no specific act which he had committed that would 
warrant his discharge. The general manager told the grievance 
committee that he would give his decision on the following after- 
noon. 


CoMMENTARY: The fundamental desire of the union committee in 
this case seems to have been to guard against a secession movement 
that might have been led by Levinson. In addition, some members of 
the union apparently were distrustful of the company and wished to 
put Levinson out of the plant because they feared that he might be 
employed as a spy by the company. In the third place, the cutters 
distrusted Levinson as a double dealer, and disliked him as an associate. 
O’Brien, and perhaps other members of the union committee, wished 
to humble Levinson. They wanted to obtain his discharge to demon- 
strate his lack of power and to rob him of his followers. 

The union committee did not present these fundamental motives 
frankly in the conference with the superintendent. The committee 
probably realized that the company would reassert its open-shop policy 
and its neutrality as between the several unions in the shoe industry. 
Nor could the union committee state its distrust of the company. The 
committee, therefore, brought up issues related to the behavior of Levin- 
son in the shop. Its members alleged that he disrespected the foreman, 
that he quit without notice, and that he was insubordinate and violated 
shop rules. From the union committee’s statements in the early part 
of the conference with superintendent Lawrence on November 14, one 
might think that the committee was concerned primarily in improving 
discipline in the cutting room. 

The chief aim of Lawrence was to defend the open-shop principle. 
Lawrence expressly stated that he was not concerned with the indi- 
vidual involved in this case. He did not wish to exercise his power to 
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discharge an employee in a way that would permit the union to allege 
that the discharge resulted from its efforts, when, to his mind, those 
efforts grew out of the employee’s refusal to be disciplined by the labor 
organization. The superintendent in effect rested his case upon his 
unwillingness to concede that the union had power to demand the dis- 
charge of an employee on grounds of that employee’s unsatisfactory 
conduct as a unionist. He feared, moreover, that any concession of the 
kind would strengthen the union obtaining it, and that, as a result, the 
company’s neutrality as between unions might be assailed by the 
employees. In his desire to maintain principles, he went so far as to 
be indifferent to the specific facts of the case. 

Turning to the method of handling this case, we note that when 
Levinson stated his desire to leave the company’s employ on November 
8, the foreman seemed to regard his departure as a loss to the company. 
It is difficult to understand the foreman’s action in the matter. The 
foreman should have recognized Levinson as a disturbing force in the 
cutting room—a man whose voluntary resignation would have relieved 
him of much trouble. 

When Levinson reported at the employment office, the supervisor 
there followed common practice in treating with discharge cases. He 
interviewed the man and, not having definite information from the fore. 
man, decided to persuade Levinson not to leave until the charge of 
discrimination had been taken up by the superintendent. The employ- 
ment supervisor no doubt did not wish to accept an unwarranted resig- 
nation, nor did he wish to see an employee leave who had made serious 
complaint regarding treatment received in the plant. At the time, also, 
the company needed cutters, although a statement made in the confer- 
ence of November 14 indicated that the employment office had not 
exhausted its resources for obtaining cutters. 

The employment supervisor’s ability to deal with the case was limited 
by the assistance given him by the foreman. The attention given 
Levinson by the employment manager, the apparent effort on the part 
of both the foreman and the employment manager to retain him, and 
the promise made to pay him until the case was settled finally, furnished 
foundations for “stories” which Levinson could tell of his importance 
to the company. 

The conference with the superintendent on November 12 brought 
out the fact that the union grievance committee objected to Levinson’s 
employment in the department because he had broken union rules. At 
that time the superintendent decided that the union was trying to use 
the company in an attempt to discipline Levinson. He thought that 
favorable action upon the demand would embarrass the company in 
view of its policies regarding labor unions. 

The report of this conference makes it clear that the employment 


A414 HARVARD BUSINESS REPORTS 


supervisor had been delinquent in the three or four days following 
Levinson’s attempt to leave the company’s employ. He could have 
used that time to gather further information concerning the character 
of Levinson, the charges made by Levinson regarding discrimination 
in the distribution of “centers,” and Levinson’s claim that he had been 
hectored by other union men. The superintendent’s lack of informa- 
tion on the twelfth compelled him to defer judgment on the case and 
probably biased his initial estimate of the merits of each party to the 
controversy. 

In the conference on the fourteenth, it was apparent that the super- 
intendent had decided to refuse the union committee’s request on 
grounds of “principle.” Prior to the conference, he had told Levinson 
in person the terms on which Levinson could return to work. By that 
action he took a stand in opposition to the union committee’s desires. 
In consequence, however, he put himself on the defensive in the con- 
ference and prevented himself from probing charges relating to Levin- 
son’s conduct as an employee. In that conference the superintendent 
tried to bring forth an admission on the part of the union committee 
that their principal desire in the Levinson case was to strengthen their 
organization. He did not run down the double-dealing charge, nor did 
he question the committee regarding Levinson’s charges that he (Levin- 
son) had been hectored by union men. 

The superintendent’s policy was questionable. Although he could 
have blocked the union by retaining Levinson, his act would have 
resulted in continued factional quarrels in the union which would have 
reduced its power for constructive work. Had he retained Levinson, 
the superintendent would have kept a source of friction in the sole 
leather cutting department, and his act could have been interpreted by 
the employees as an indication of Levinson’s value to the firm as per- 
haps a spy or a possible leader of a competing labor organization. 
This issue had been magnified by the union committee and it threatened 
to lead to a strike of the cutters which, in view of their key position, 
would have shut down the entire plant. 

Lawrence recognized the questionable character of Levinson and 
attempted to show that the refusal to discharge Levinson could not be 
linked up with any effort to use Levinson as a spy. The superintendent 
tried to divert suspicion from his action in approving Levinson’s reem- 
ployment, yet he could not support Levinson as a valuable employee. 
The superintendent defended his action by stating that Levinson was 
no worse than other men in the plant, and that the company could not 
discharge him if it intended to retain other employees who were equally 
undesirable. 


After the union committee members had stated their arguments and 
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found Lawrence insistent upon a principle, they informed him that 
the issue had reached an impasse and that a strike would occur in the 
sole leather department if Levinson were reinstated. They also said 
that they regarded this as a test case and that union labor in the city 
was watching its outcome. We have no means of judging the truth in 
this last statement. Lawrence answered by assuming full responsibility 
for his method of treating the case. He said that his conduct in the 
matter was not the result of official company action. After two mem- 
bers of the union committee proposed a compromise, in the nature of 
a layoff for Levinson, Lawrence sounded out sentiment in its favor but 
found, through the committee’s spokesman, Newell, that the local 
union had made the issue one of general importance, and that its officials 
had obliged themselves, apparently, to obtain Levinson’s discharge. 
Lawrence then asked for delay. It will be recalled that he previously 
had offered Levinson reemployment. On the following day he denied 
the committee’s demand and referred the committee to the general 
manager. Although that act postponed final company settlement, it 
permitted the union to convene its membership in the interval and to 
draw up an ultimatum on the issue. 

As to the local union’s method of handling the case, it is clear that 
organization politics were chiefly responsible for the critical state of 
affairs on November 17. Solely on grounds of Levinson’s behavior as 
an employee, there was inadequate reason for the local union to have 
placed Levinson’s case before the district general officers of the union 
within one week of its initial presentation to the company. The local 
union, prior to that time, had not asked for Levinson’s discharge on 
grounds of his duplicity and his undesirability as a fellow worker. The 
real opposition to Levinson arose after the union had voted to discipline 
him and he, in turn, had defied the organization. When Levinson 
decided to leave the company’s employ, the union committee decided 
to press for his discharge and thus, at one stroke, increase the prestige 
of the organization and eliminate a trouble maker in its midst. When, 
however, the company seemed to demur upon its request, the union 
committee sensed the possibility of defeat. The committeemen realized 
that Levinson could ridicule and belittle them if their efforts failed. 
From their standpoint, the case was serious. In less than a week, and 
before knowing the company’s final decision on the Levinson case, the 
local union had decided to bring general pressure on the company and 
presumably had asked for strike sanction® from the general executive 
board of the national union. 





3 Strike sanction is official approval of a strike by the general executive authority 
of a labor organization. By such approval the national union underwrites the local 
effort. The strike, after being sanctioned, can be called with the assurance that it 
will be supported from the defense funds in the general treasury of the organization. 
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The action of the union is explainable also on grounds of its distrust 
of the company. There was current a rumor that the company had 
resorted to espionage. There were several rival unions in the shoe 
industry, and Levinson was qualified to act either as a spy or as a 
leader of a rival union faction. We recall also that Levinson had 
belittled the committee and had referred to its impotence in securing a 
pay adjustment for two men who obtained the adjustment independ- 
ently of the committee’s efforts. The union knew that means were at 
hand to undermine it, if the company wished to employ them. 

After the case reached the manager, he tried to gather further evi- 
dence regarding Levinson’s conduct as an employee. The manager did 
not concentrate, as did the superintendent, upon Levinson’s relations 
with the union. His inquiries brought to light facts which, entirely 
apart from the union situation, certainly justified Levinson’s discharge. 

The manager no doubt recognized the danger in reversing his super- 
intendent on this issue. A reversal of that kind destroys the confidence 
of the junior executive, who fears to take action thereafter lest he be 
overruled. A frequent result is that the junior executive refers ques- 
tions not covered by precedents to the superior officer, and thus over- 
loads the superior officer with work. The junior officer becomes a 
transmitting medium rather than an executive on his own account. On 
the other hand, the manager no doubt realized that Levinson could not 
be retained under the circumstances without the company carrying 
undesirable suspicion; that the support of Levinson patently was an 
effort simply to check the union and not to save a valuable employee; 
that Levinson probably would cause friction in the department if 
retained; and that the union leaders had taken a stand on this issue 
which made it almost impossible for them to agree to Levinson’s reem- 
ployment in the department. 

Several additional points of significance stand out in this case. In 
the first place, Cooley seems to have been easy going and not aware of 
the forces at work in his department. His failure to discipline Levinson 
when Levinson attempted to compromise the piece-rate adjustment for 
personal gain is open to serious question. The organization of the fac- 
tory may have played a part in Cooley’s conduct. Apparently the 
organization was highly functionalized. Rates were set by the planning 
department. Rate adjustments were taken up between a workers’ com- 
mittee and the planning department. The foreman seems to have been 
chiefly an inspector and a methods man. Had the foreman of this 
department been of a different stamp and had he been in total charge 
he probably would have known more of the Levinson problem and 
probably would have disposed of it single handed. 

A second noteworthy feature of the case was the way in which a 
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small issue was allowed to become a large one by inaction on the part 
of the company over a period of several months. The longer Levinson 
was allowed to remain in the cutting department, the more critical 
conditions became in that department. The company’s hesitation to 
act upon the Levinson case, when Levinson wished to resign, increased 
the suspicion of the union employees and then magnified the importance 
of Levinson to the company. The unionists, acting upon their assump- 
tions, made a general issue of the Levinson case. 

Lawrence regarded the Levinson case as a challenge, and he wished 
to oppose the union’s aggressive tactics. In taking up the challenge, 
however, he compromised the company. If he wished to check the union’s 
ascendency, he should have waited for some less clouded issue upon 
which to base a contest to check the union’s ascendency. 

The growth of unionism in an establishment, for whatever cause, 
imposes burdens upon junior executives. In this case, the foreman, 
the employment supervisor, and the superintendent did not exercise 
discriminating judgment; apparently they did not appreciate the ways 
open to a union to make a broad issue of an individual case. The re- 
submission of this problem to the manager magnified its importance. 
The manager’s reversal of the superintendent’s decision was probable. 
That action would have strained the relations betWeen the two men and 
weakened the confidence of the company’s junior executives in their 
ability to deal with labor problems. The case demonstrates the nec- 
essity for long-range efforts to aid junior executives in developing that 
ability in preparation for possible critical emergencies. 


April, 1926 TOW. Re 


CLEVELAND GARMENT MANUFACTURERS’ ASSOCIATION! 
MANUFACTURERS—WOMEN’S GARMENTS 


Waces—Weekly Minimum Wage Guaranty Coupled with Piece-Rate Method 
of Incentive Payment. In 1920 a number of women’s garment manu- 
facturers of Cleveland and a labor union in the trade adopted a wage 
system which was to combine their respective demands for payment 
to workers according to production, and weekly minimum wage rates. 
Under that system, the standard time of doing tasks was to be deter- 
mined from studies with a stop watch. A minimum wage was to be 
guaranteed. Whenever an individual did work in excess of the weekly 
standard of production, his wages were increased in proportion to that 
excess. 


PropucTIon STANDARDS—Established by Manufacturers’ Association and 
Labor Union. A manufacturers’ association and a labor union, in order 
to equalize wages as between competing establishments and to arrive 
at a just method of incentive wage payment, agreed to hire an engineer 
jointly to supervise a system of production standards which each shop 
was to apply to its manual operations. The standards were to be set 
from stop-watch studies made in cooperation with the workers, and were 
not to result in the discharge of employees. Standards were to be 
posted, and appeals from them might be taken by shop committees to 
the engineer in charge. In rectifying an error, retroactive adjustments 
were to be made. Idle time enforced upon employees by managerial 
inefficiency was to be compensated at hourly rates. Unavoidable delay 
allowances were to be added to standard times. Workers were guaran- 
teed minimum weekly wage rates, but when they produced more than 
the standard output in any week they were to receive increased earnings 
in proportion to that excess. 


PRODUCTION STANDARDS—Installation Rendered Difficult Because of Em- 
ployee Misgivings. A plan to establish production standards in the 
shops of competing manufacturers of women’s ready-made garments 
was opposed by a substantial number of employees. That action arose 
from the employees’ belief that the system would become a tool of 
exploitation. They recognized that piece rates which had been fixed 
out of line under the former bargaining system would be reduced; they 
resented tactless action on the part of time-study men; and they 
thought that standard labor costs per unit of output would not, as would 
week work, cause the manufacturers to endeavor to regularize opera- 
tions in the industry. 


ARBITRATION OF LABOR DisputEs—Terms of Labor Agreement Establishing 
Continuous Arbitration. In 1918, when a strike threatened to interrupt 





*See also Women’s Garment Makers’ Union v. Ilman Company, page 437. 
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deliveries on war contracts, the Secretary of War appointed three 
referees to adjust labor difficulties in the Cleveland women’s garment 
industry until six months after the close of the war. ‘That arbitral 
arrangement, by preventing strikes and settling disputes, was beneficial 
to the industry. In 1919 the employers and the labor-union officials 
signed an agreement, continuing the board of referees, which was given 
power to fix basic wage rates, to adjust disputes, and to discipline vio- 
lators of the agreement, which prohibited strikes and lockouts. The 
expenses of the board were to be borne equally by the manufacturers’ 
association and the union. In the adjudication of disputes, the board 
was represented by a resident deputy, who acted as the court of initial 
review. 


Lasor Unions—Recognition by Localized Manufacturers. In 1919, after 
a period of indirect relations with a union through federal arbitrators, 
a group of women’s garment manufacturers in Cleveland signed an 
agreement with the union. That agreement, applicable to the Cleveland 
market, continued the arbitral board, which was to establish wages, 
adjudicate controversies, and regulate subcontracting of work. The 
agreement prohibited strikes and lockouts and sanctioned measures to 
improve the efficiency of the industry, among them incentive wage 
payment based upon production standards. 


UNEMPLOYMENT REDUCTION AND ReLieErF—Unemployment Compensation 
Plan Adopted. An association of employers in the women’s garment 
industry, a seasonal trade, in order to obtain their employees’ coopera- 
tion in the application of production standards, assured the employees 
that the step would not increase irregularity of employment. The 
parties subsequently developed and adopted a plan of unemployment 
compensation under which workers who were unemployed more than 
six weeks in each six-month manufacturing period received from the 
employer two-thirds of their regular earnings for the unemployed time 
exceeding six weeks. 

(1919-1921) 

In 1919 the Cleveland Garment Manufacturers’ Association, 
which included in its membership approximately 30 large firms 
in the women’s garment industry in Cleveland, received several 
demands from the local labor unions in the trade; the most se- 
rious of those demands, from the manufacturers’ standpoint, was 
for the abolition of the piece-rate system and the application of 
the week-work system in its stead. The unions had been gaining 
strength rapidly during the preceding two years, and a substan- 
tial faction in them favored direct action as the method to obtain 
demands. The manufacturers had not recognized the unions 
but had been dealing with them indirectly through a board of 
referees set up by the United States War Department in 1918, 
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when a threatened strike menaced deliveries of uniforms which 
the manufacturers had contracted to make for the army. In 
1919 the manufacturers had to decide upon a course of action 
with reference to the unions’ demands. 

There had been no serious outbreak in the women’s garment 
industry in Cleveland since 1911. At that time the national 
union of women’s garment workers called a strike in Cleveland to 
organize the industry there, and to put into effect an agreement 
similar to the one which was in effect in New York City, the 
predominant manufacturing center of women’s garments in the 
United States. The principal Cleveland garment manufacturers 
at that time formed an association. The strike of 1911 was con- 
tested bitterly from early June until October and was marked by 
violence. The strikers were unsuccessful in the struggle. 

After the strike, the manufacturers sought to eliminate many 
of the workers’ grievances that had been mentioned during the 
controversy. The manufacturers hoped to forestall further union- 
izing efforts by affording the workers good working conditions. 
The industry in Cleveland was conducted chiefly in large units, 
whereas in New York City it was conducted in the main in small 
workshops. Some of the leading Cleveland manufacturers after 
1911 subdivided manufacturing processes to a greater extent than 
was common in the trade. These manufacturers adopted ef- 
ficiency methods and scheduled work in process. They employed 
relatively more women than were employed in New York City. 
Some of them undertook welfare work and, subsequently, 
adopted plans for employee representation. 

In the period from 1900 to 1919, the Cleveland cloak and suit 
industry was an active competitor of the New York industry. 
Strictly tailored garments were in vogue and the manufacturers 
in Cleveland were specializing upon women’s garments of con- 
servative style. These they marketed, by means of aggressive 
sales methods, throughout the Middle West and certain sections 
of the South. In order to regularize their operations, the manu- 
facturers endeavored to have retailers order in advance. Unlike 
the New York manufacturers, the Cleveland manufacturers 
could not draw upon a large supply of skilled and unskilled labor, 
and they could not increase or decrease their work forces in direct 
correspondence with seasonal changes in market demand for the 
finished products. The Cleveland manufacturers had built up a 
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reputation for quality merchandise, although they had not 
specialized in the production of expensive and ultrafashionable 
garments. Labor cost was about 257% of average manufactur- 
ing cost. 

The Cleveland strike of 1911 was a sequel to the establishment 
of a union agreement in New York City. That agreement, won 
by a strike in 1910, was known as the “protocol.” It established 
an arbitral commission to settle any controversies that arose be- 
tween the manufacturers and the union during the term of the 
agreement. The protocol also established the preferential union 
shop, which obligated the employer in hiring workers to give 
preference to union members when both union and nonunion 
workers were available. The protocol also provided for a joint 
board of sanitary control, which was to inspect workshops and 
bring about improvements in physical working conditions. 

After the protocol was signed in New York City, the manufac- 
turers there asked the union to prevent the standards effective in 
New York City from being impaired by the competition of other 
garment manufacturing centers. To conserve its position in New 
York City, the union undertook organizing programs in other 
women’s garment manufacturing centers, among them Cleveland. 

The subcontracting system was prevalent in New York City, 
but only a limited amount of subcontracting was being done in 
Cleveland. Under the subcontracting system the so-called manu- 
facturers did not actually make the garments. They bought ma- 
terials, selected styles, cut the materials, and turned over bundles 
of cut stock to contractors, who operated manufacturing shops 
either within the “manufacturers’” buildings or elsewhere. The 
contractors employed the workers and made the garments at the 
contract prices. Upon completion the garments were turned over 
to the manufacturers for sale. The contractors sought to secure 
as wide a gross margin as possible between the wages they paid 
the workers who made up the garments and the contract prices 
paid by the manufacturers. Ordinarily the contractors had little 
if any capital. In New York City, most of the contractors’ shops 
were not located in manufacturers’ buildings but in tenements. 
The contractors competed actively for the work that was allotted 
each season by the manufacturers; the contractors exerted pres- 
sure upon their workers to accept reduced piece rates or to pro- 
duce more garments for a week’s wages. Typical working condi- 
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tions in Cleveland were better than typical working conditions in 
New York City. 

Because retailers and consumers bought garments chiefly in 
the spring and fall, the industry both in New York City and in 
Cleveland was highly seasonal. The workers in certain months 
were idle and in other months were rushed by the contractors to 
produce a maximum quantity of garments within a limited time. 

Prior to 1910 numerous efforts had been made by the employees 
in New York City to organize and to improve their conditions of 
labor. These efforts in the main had been unsuccessful because 
the workers could not prevent the introduction of immigrant labor 
into the trade. Many of the manufacturing operations could be 
learned in a few days. Because the industry employed people of 
different nationalities and because of the ease with which many 
jobs could be filled by relatively unskilled people, unionism made 
slow advances. Strikers’ places could be filled by new workers. 

Ordinarily, employees working under the conditions which 
existed in the industry prior to 1910 would have sought employ- 
ment in other trades, but this transition was difficult for 
the garment workers. People in other industries were prej- 
udiced against some of the nationalities engaged in cloak, suit, 
and dress manufacture. Many of the workers in that industry 
were physically slight and incapable of carrying on other, heavier 
types of work. Many other industries were not manned by fellow 
countrymen of the garment workers, and these people hesitated 
to incur the persecution that often was accorded to the first mem- 
bers of a nationality to obtain employment in an industry. 

In 1914 the garment workers’ union again made an unsuccess- 
ful attempt to organize the women’s garment workers in Cleve- 
land. After the entry of the United States into the World War, 
the general shortage of labor made the task of organizing an easy 
one, in view of the likelihood that organization would result 
promptly in increased wages. In July, 1918, the union ordered 
a general strike in the Cleveland market. A number of the manu- 
facturers at that time were engaged in making nurses’ uniforms 
and military coats. They were obliged to submit the strikers’ 
demands to government officials under the terms of their con- 
tracts. The Secretary of War appointed three arbitrators to in- 
vestigate the difficulty and to make an award. The arbitrators 
classified the workers in the industry and fixed wages for the 
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various classes. They also continued to act as arbitrators for 
the settlement of disputes that arose subsequently. The award 
stated that piece prices were to be settled in the several shops by 
committees of employees dealing with their respective employers. 
There were to be no strikes or lockouts during the period cov- 
ered by the award. Notwithstanding this provision there were 
four stoppages in individual shops. The assessment of responsi- 
bility for those stoppages was disputed. The manufacturers, on 
the whole, were gratified with the results of the arbitration scheme 
in preventing stoppages. Without that plan there doubtless 
would have been many interruptions in production during the 
period. The stoppage was the workers’ customary way of gain- 
ing concessions or adjustments. In the summer of 1919, this 
arrangement for government supervision was to lapse. 

Early in 1919, the national union of women’s garment workers 
with which the Cleveland local unions were affiliated was making 
a general drive for increased wages, greater union control, a 44- 
hour week, and the introduction of week work. The last demand 
called for wage payment according to time spent at work, instead 
of payment for product credited to the individual employee. 

The Cleveland local unions were inexperienced and seemed 
inclined to exercise their newly acquired power. In the spring of 
1919 they drew up demands for increased wages, the system of 
week work, the preferential union shop, and the equal distribution 
of available work in any shop among the workers regularly em- 
ployed. These demands were presented to the manufacturers for 
acceptance upon the lapse of government supervision. 

The manufacturers refused the unions’ demands. The unions 
then set a date for a strike. Just before the strike was to take 
effect, the board of referees previously appointed by the Secre- 
tary of War obtained the consent of both sides to defer any direct 
test of strength and to submit their differences to the referees for 
adjudication. Approximately a week after the day set for the 
strike, the referees handed down an award which increased wages 
by amounts between $2 and $3 a week and established the office 
of “impartial chairman.” The occupant of that office was to act 
as a court of initial hearing to settle disputes that arose under the 
award of the board of referees. He acted with the full authority 
of the board, subject only to appeal on matters relating to prin- 
ciple or policy. 
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The award established a truce but did not settle the issues of 
concern to the employees and the unions. Both sides saw a need 
for a more enduring settlement. The representatives of those 
bodies were in conference repeatedly during the fall of 1919 en- 
deavoring to compromise their differences and arrive at some 
mutually satisfactory working program. The employers already 
had denied the unions’ demand for the week-work system and 
continued in the conferences to view the proposal with disfavor. 

The union membership was not unanimously in favor of that 
demand. The week-work system established classes of labor and 
accorded to all workers within any class the same weekly mini- 
mum wage. ‘Thus, all skilled machine operators might receive 
$30 for a week’s services. No prescribed amount of production 
was Set as the condition of that payment. 

Many of the unionists urged the adoption of week-work on 
the ground that it would prolong the seasons of employment. 
They argued that a uniform weekly wage would not hold forth 
an incentive to the employees to rush during busy seasons when 
work was piled on their worktables. Hence, an employer under 
the week-work system would be obliged to begin work in any 
season earlier than if he were working under the piece-rate sys- 
tem. Again, it was said that piecework caused jealousy among 
the workers and competition among them to secure the contrac- 
tor’s favor; this condition impaired the solidarity of the workers. 
The piece-rate system was assailed also on the ground that it 
caused workers to overtax their strength. 

On the other hand, many workers in Cleveland preferred piece- 
work, which was the rule in some departments of the industry 
there. That system rewarded the energetic and capable worker. 
It was the opinion of many workers that under week-work addi- 
tional weekly pay might be given to the better workers, that uni- 
formity would not exist under that system necessarily, and that 
frequent bargaining upon the wage question would continue. 
They pointed out that the week-work system might lead to 
serious abuse. For example, an employer secretly might pay 
several workers to establish a high rate of production in his shop, 
then the employer might insist that all other workers meet that 
rate on penalty of discharge. It was questioned also whether a 
week-work pay system would spread out the production season, 
in view of the fact that many of the tasks were elementary and 
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that new workers readily could be introduced into the trade dur- 
ing busy seasons. The result of week-work, therefore, might be 
greater fluctuations in the numbers employed, and no greater per 
capita income to the workers. 

In the negotiations during the fall of 1919 each side came to 
understand the reasons for the positions taken by the other. In 
these conferences an agreement was evolved which was accept- 
able to both sides. It was signed December 24, 1919, and was to 
run until December 31, 1921. 

The agreement contained a number of noteworthy features. 
The preamble stressed the obligation of the industry to the con- 
suming public; it denounced the use of intimidation or coercion 
by either side. The agreement continued the board of referees 
and the impartial chairmanship. During the term of the agree- 
ment, basic wage rates were to be set by the referees. One para- 
graph read as follows: 

The principle of week-work is approved. The definite arrangements 
which shall be worked out jointly under the direction of the referees 
during the next year shall have due regard to the productive value of 


the individual worker, based on fair and accurate standards, which 
standards shall be subject to review by the referees. 


An earlier paragraph which dealt with basic wage rates stated 
that: 

The wage scale shall be determined after thorough investigation of 
all ascertainable facts, with due regard to the public interest, fair and 
equitable wages conforming to American standards, and to the progress 


and prosperity of the industry. A united effort shall be made to promote 
all interests by increasing continuity of employment. 


Another paragraph read: 


There shall be no strikes or lockouts during the life of this agree- 
ment, unless previously authorized by the referees. 


Although the agreement did not specify any definite commit- 
ment on this subject, the manufacturers verbally obligated them- 
selves to work out a definite unemployment relief plan in the 
following months. ‘The agreement prohibited subcontracting in 
“Inside shops.” Conditions and wages in outside shops used by 
the signatory manufacturers were to be regulated by the board of 
referees. The agreement did not specify closed or preferential 
shop conditions. Open-shop conditions were to prevail. 
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The manufacturers’ association did not include all the manu- 
facturers of women’s garments in Cleveland. ‘There were ap- 
proximately 15 manufacturers outside of the association who had 
an independent organization. As a group, these manufacturers 
were proprietors of small establishments. They had closed-shop 
agreements with the local unions. In addition there were several 
manufacturers who did not recognize the union or deal with its 
officials. Approximately two-thirds of the wage earners in the 
women’s garment industry in Cleveland worked under terms 
established by the agreement of December, 1919. 

During the winter of 1919-1920, a firm of industrial engineers 
was employed jointly by the unions and the manufacturers to 
propose some scheme of wage payment that would reconcile the 
wishes of the unions for weekly minimum wages, security of em- 
ployment, and a guaranty against excessive production standards, 
on the one hand, and the wishes of the employers, on the other 
hand, for a plan that would extend incentives to individuals to 
improve quality and quantity of output. 

The engineers prepared two plans. One was accepted with 
slight modifications. That provided for a weekly minimum wage 
for each type and grade of employee. Additional payment was 
to be made to workers who were credited for production of ap- 
proved quality in excess of standard performance. The standards 
of production for each type and grade of product were to be 
based upon time studies which were to be fair and accurate and 
related to the producing ability of the “average worker.” The 
standards were to be under the joint control of the union and the 
association and subject to the supervision of the board of referees. 

In recognition of the fact that the introduction of standards 
was to be in cooperation with the workers, no worker employed 
was to be discharged as a direct result of the installation of 
standards. It was understood that this provision did not limit 
the right of the employer to reorganize his forces for business 
reasons or to discharge employees for just cause. 

A bureau of standards was established. The engineer in 
charge was employed jointly, and was to be ex-officio chairman 
of a joint committee on standards to be composed of five mem- 
bers named by the union and five named by the manufacturers’ 
association. This committee was to have the duty and responsi- 
bility of installing and administering the standards. 
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There was to be a committee on standards to be named by the 
union in every department of a shop. This committee on behalf 
of the workers could approve or disapprove the standards sub- 
mitted to it. In case any standard was protested by either this 
committee or by the management, the time-study man was to 
review his standard. In case it was still protested, the matter 
was to be referred for settlement to the engineer in charge of the 
joint bureau. The engineer, together with the managers of the 
union and association, was to decide whether a new study was to 
be made. 

Every worker in a given department could be studied in ac- 
cumulating records of the time needed to perform each element 
of atask. In that process both slow and fast workers were to be 
studied. From these composite studies would be derived the 
number of minutes required by a worker of average ability, 
working at normal speed, to perform a task satisfactorily. The 
engineer in charge was to be responsible for the accumulation 
of elemental time records and the determination of standard 
times on the basis of those elements. All errors in standards were 
to be rectified upon protest of either workers or management and 
retroactive adjustments made. Standards were to be set for each 
type and style of garment at the earliest possible time and not 
more than one pay day was to elapse with standards unset on 
any garment in production. 

The standard time for each garment or part was to be posted 
in the shop as soon as it had been set and approved by both sides. 
Each shop was to maintain a simple method of accounting for 
idle time and work done so that each worker could keep a record 
of his earnings. 

The unit of measurement was the production of a worker of 
average skill working at normal speed for a week of 44 hours. 
Such a week’s production constituted 2,640 points. A task taking 
22 minutes to perform was a 22-point task. A worker operating at 
standard speed would process 120 of these 22-point tasks per 
week (2,640==22 120). His wage would be figured by multi- 
plying the total points credited to his account by the price per 
point. Thus, the worker’s wages were to be influenced by his 
diligence. The price per point was obtained by taking the stand- 
ard wage, which was 110% of the minimum wage, and dividing 
the standard wage by 2,640. For example, skilled machine oper- 
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EXHIBIT I 


WacE DIFFERENTIALS PAYABLE FOR EFFICIENCY RATINGS OF MEN 
WoRKERS ON TIME RATES 





Wage Differential 





Efficiency Rating Above Minimum 
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ators, women, were to receive minimum weekly wages of $30 
under one award in the coat and suit industry. The standard 
wage of the average worker in this group, therefore, was $33, 
110% of the minimum wage. The price per point of work done 
$33.00 
ie = $.0125. 

A percentage allowance for personal needs and fatigue was to 
be added to each standard time; this allowance was to be set by 
the engineer in charge. An allowance for unavoidable delays 
was to be determined for each shop by the engineer. 

A worker was not to be called to work if less than a day’s work 
was available for him. For any forced period of idle time in 
excess of 10 minutes, the worker was to be paid at the minimum 
rate, and idle time not paid for in any day was not to exceed 30 
minutes. 

Preferential rates for subnormal workers could be established 
by agreement between the union and the association. 

In those shops where standards were set for men,? men workers 
taken off standardized tasks and assigned to daywork or week- 
work were to be paid in the following manner. Each man’s 
“efficiency rating” was to be determined at the end of the first 
eight weeks worked and thereafter at the end of each season. 
The workers were to be grouped in classes and those in each class 
were to be paid for week-work at the rates shown for the various 
efficiency ratings given in Exhibit 1. 

For all overtime work the worker was to receive in addition to 





by women in this group was 





? Arrangements affecting women workers are not reproduced here. 
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his regular rate of earnings one-half his standard rate per hour. 

The system of production standards installed under the terms 
of the 1919 agreement in Cleveland had not met with entire suc- 
cess by 1922. Some manufacturers had not established the close 
control over production which was an essential preliminary to the 
successful use of production standards. The proprietors of some 
of the smaller shops thought that the costs of setting standards in 
their establishments were excessive. In those shops, moreover, 
many small lots were processed and averages could not be deter- 
mined satisfactorily. 

At the outset, the employees were concerned lest the system 
become a tool of exploitation. It was not possible to put all the 
manufacturing operations upon production standards at once. 
This was true even in the shops that had developed standardized 
manufacturing technique. The operating, pressing, and hand 
finishing departments were best suited to the setting of produc- 
tion standards. In the cutting department, production standards 
were perhaps possible, but to establish them was difficult because 
they had to be adapted not only to many different fabrics but also 
to the number of layers of cloth which might be cut simultane- 
ously. Different materials were not cut in a uniform number of 
multiples. For this reason, a standard applicable to one type of 
material might not be fair if applied to another type of material. 
In consequence of the gradual introduction of production stand- 
ards, moreover, there was frequent discussion of this subject in 
each manufacturing organization. The former bargaining system 
had resulted in substantial inequalities between the earnings of 
members of the same labor classification. Some rates under that 
system were unduly high; their reduction as the result of the 
system of production standards and incentive wage payment 
subjected that system to severe strain. 

Almost without exception, the wages of people who prior to the 
adoption of the agreement had been on week-work were increased 
when the “incentive system” was applied in their departments. 
These employees were pleased with the new system. Some of the 
workers who formerly were paid piece rates established by bar- 
gaining also expressed satisfaction with the system of production 
standards. They stated that they no longer had to restrain their 
efforts for purposes of bargaining strategy and that they could 
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exert themselves freely with the assurance that their efforts 
would not result in rate cutting. 

When the business depression of 1920-1921 deepened, some 
workers were released permanently and that fact rendered the 
further application of efficiency methods disquieting to the 
workers. 

Notwithstanding the depression, the association, the union, and 
the referees prepared a formal plan for unemployment com- 
pensation. The plan was announced in a decision of the referees 
on April 22, 1921. It provided for compensation at two-thirds 
the minimum wage rate to workers unemployed more than six 
weeks in a half year, or manufacturing season. The compensa- 
tion was to be paid by the employer. This plan was revised in 
important particulars subsequently. 

One difficulty in the operation of production standards in the 
industry was concerned with uneven lot sizes. In any season, 
copies of some of the samples were ordered in large quantities, 
whereas other samples were not favored by retailers. Workers 
who made popular models worked upon many copies of a given 
sample. Those workers acquired skill in processing the gar- 
ments; they increased their production per week and their earn- 
ings. Other workers, who made only a relatively few copies of 
each of several samples, did not acquire the same degree of skill 
in doing their work. For the time being they produced and 
earned less per week than their fellow workers. Although these 
discrepancies evened themselves out in a season or two, the dis- 
crepancies at any one time gave rise to dissatisfaction. The 
engineers who set production standards could not foretell whether 
many or few copies of a sample would be made. 

There were additional reasons given for the workers’ unfavor- 
able attitude towards production standards. Time-study men did 
not collaborate with one another sufficiently. They did not 
present their standards to the workers’ representatives tactfully. 
Some of them were novices. 

The time-study men in each shop nominally were under the 
control of the joint bureau of standards, which had been estab- 
lished by the agreement. Opponents of production standards 
stated that the men who made the time studies were not suf- 
ficiently under the control of this joint bureau, and that they did 
not maintain an impartial attitude. The salaries of the time- 
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study men were paid by the manufacturers in whose plants they 
set standards. It was alleged that the time-study men naturally 
favored those who furnished their salaries. The union did not 
pay the time-study men because it was with reluctance that the 
membership had sanctioned the time-study principle; the mem- 
bers probably would not have acceded to that principle if they 
had had to pay the expenses of studying tasks. Some of the union- 
ists alleged, furthermore, that all the positive benefits of task 
setting accrued to the manufacturers. Finally, a number of the 
general officials of the union, as contrasted with the Cleveland 
local officials, were opposed to the whole scheme of production 
standards. Several articles expressing a skeptical or critical view 
of the scheme appeared in the international union’s publications. 
At the time the international union had approximately 125,000 
members; of these, 4,500 were in Cleveland local unions. 

As a result of the system of production standards and slightly 
lower weekly wage rates, the Cleveland manufacturers, in the 
production of standard patterns, were able to manufacture as 
cheaply as could the New York City manufacturers. The Cleve- 
land manufacturers expected to operate as nearly continuously 
throughout the year as they previously had been able to do. 
Because their operations had been more regular than those of 
the New York City manufacturers, both the association and the 
unions in Cleveland expected the workers there to receive larger 
average annual incomes than those paid in New York City. 


CoMMENTARY: The women’s garment manufacturers of Cleveland 
must have regarded with concern the unions’ demand in rgr1g for the 
week-work system. Because of the temper and strength of the unions 
at that time, the manufacturers feared, no doubt, that the application 
of the system would impair employee efficiency and increase costs. 

Manufacturers in this industry wished to price their samples with 
the assurance that labor costs would not change substantially before 
deliveries at the quoted prices could be made. Labor cost was approx- 
imately 25% of manufacturing cost. Under the week-work system, 
with its fixed weekly wage, the labor cost of a garment fluctuated in- 
versely with the amount of work done per week—a standard which in 
the unions’ view was to be bargained upon. Under that system, union- 
ists might press for a reduction in weekly tasks, and their action, if 
successful, would raise manufacturing costs and tend to curtail the 
volume of sales. 
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Although the manufacturers in 1919 insisted upon the piece-rate 
system or its equivalent, they recognized that prewar methods no longer 
were applicable. The piece-rate system in the “inside shops” had not 
been satisfactory. There had been an excessive amount of haggling 
over piece rates. This caused poor cooperative spirit and sometimes 
led to stoppages. The rates established in that manner were influ- 
enced unduly by the relative strength of the contracting parties at the 
particular time the rates were set. Naturally there were unjustifiable 
differences between the rates paid at different times for substantially 
similar work. Under that system, also, the manufacturers might suffer 
from the sharp practices of contractors. 

The forward-looking members of this manufacturers’ association 
wished to retain the piece-rate system but to correct its abuses. The 
employees probably at the moment favored the bargaining system 
because they held the balance of power. The clash of interests on this 
issue was reconcilable only by having regard to the long-run mutual 
advantage that probably would accrue from a scientific treatment of 
the wage problem. There was no prospect of a decline in union mem- 
bership. The manufacturers had to decide between fighting the organ- 
izations and enlisting their cooperation in a joint effort for mutual 
advantage. 

The chief advantages possible to the manufacturers through union 
recognition, although by no means certain of attainment, were as fol- 
lows: The industry in the past had suffered stoppages from strikes 
which had shortened the seasonal periods of profitable operations. A 
manufacturer often capitulated to the workers’ demands because of his 
delivery commitments. During the period of Federal referee regulation 
strikes were practically unknown, and the manufacturers had experi- 
enced the advantages of peaceful settlements with the workers. This 
condition might continue if the union were recognized and the arbitral 
procedure retained. 

In the second place, a union agreement would stabilize labor costs, 
provided the union would work under the piece-rate system or its 
equivalent. Thirdly, the orderly adjustment of grievances and com- 
plaints regarding working conditions or supervision through the union 
as a representative and disciplinary agency would eliminate the causes 
of conflict promptly and with reasonable fairness, and would improve 
productive efficiency. 

No manufacturer, independently, could elevate labor conditions in 
the trade to a marked degree. The standards in effect in each plant 
reflected those current in the trade. Some of the manufacturers wished 
to improve labor conditions and they recognized that an advanced 
stand would put them at a competitive disadvantage unless the improve- 
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ment were general. By dealing with the labor unions in good faith 
these manufacturers would conserve a regulatory agency which would 
bring to light infractions of labor standards by any manufacturer in 
the association. 

Whether these advantages were obtained depended in large part upon 
the behavior of the unions. If their officials were truly representative 
and the organizations were well-disciplined bodies, their agreements 
would be dependable. This question was critical since the organizations 
were relatively new and had not undertaken responsibility, and since 
their membership was known to include radical unionists. Another 
point of difficulty was the skeptical attitude of the officials of the 
national union toward a program of cooperation between the local unions 
and the employers in Cleveland. 

The union leadership in Cleveland seemed to be progressive and not 
obstructive. In the year following the appointment of the referees, 
the manufacturers had had an opportunity to size up the control which 
the leaders were able to exercise. The adequacy of that control had 
been demonstrated; doubt existed, however, regarding the course into 
which the union leaders would guide their followers. 

The manufacturers’ demands that the wage question be settled by 
arbitration and that no strikes take place during the term of the agree- 
ment were indeed demands that would test the strength of radical in- 
fluence in the labor organizations. In making these concessions, the 
local unions waived the use of their most powerful weapon. 

In this situation there was a large degree of unity among the employ- 
ers. There were relatively few manufacturers in the association and 
in the entire Cleveland market. It was a local group whose members 
knew one another personally. On the other hand, each manufacturer’s 
methods were different from those of the others, and any detailed regu- 
lation of working conditions was likely to become irksome. These 
manufacturers in 1911 had fought a strike conducted by the same 
national labor organization and, no doubt, some of them still were 
antagonistic toward it. 

The agreement of December, 1919, indicates the final compromise 
arrived at with regard to the chief issues between the association and 
the unions. The unions acceded to the manufacturers’ demand for 
wages in proportion to the individual’s productive effort and for the 
scientific determination of production standards. The manufacturers, 
in turn, conceded a weekly minimum wage and gave assurance that 
continuity of employment was not to be reduced because of the scien- 
tific determination of production standards. The unions laid aside 
the strike weapon and accepted arbitration as the method of settling 
disputes during the term of the contract. The basic wage scale during 
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that period also was left to arbitration. The manufacturers, under 
this arrangement, were reasonably sure to have a basic wage level that 
would approximate that in effect in New York City; they recognized 
the unions, and thus the union officials gained a more secure status 
and could discipline violations of the agreement by members of their 
organizations. Recognition, of course, intrenched the unions and was 
to be of advantage to them in further efforts to win better working 
conditions for their members. 

The detailed plan of wage-rate determination and labor compensation 
adopted by the parties met the requirements imposed by the agree- 
ment. Its features were readily understandable. The cooperation of 
the employees was to be obtained in making the time studies from 
which production standards were to be derived. In contrast with the 
production standards, the prices per minute of the workers’ time were 
to be fixed by the referees. The system was intended, no doubt, to 
subdivide the wage question. It segregated the two chief aspects of 
that issue and treated each in a different manner. The first question, 
how much work was to be expected of a typical operative in a day, was 
to be determined, so far as possible, by scientific analysis. The second 
question, how much money was to be paid an operative for a standard 
day’s work, was to be determined by negotiation and arbitration. The 
production standards were comparable for an indefinite period, but the 
wage standards were changeable at the discretion of the referees. Any 
change in wage rates or prices per point could be applied easily to the 
relatively fixed ratings in time applied to specific jobs. Those ratings 
reflected the relative difficulty of processing each task. The produc- 
tion standards, by fixing the amount of work to be done for the weekly 
wage, aided the Cleveland manufacturers to stabilize their labor costs 
per garment. 

To the employees the system offered a basic minimum wage; it 
provided for payment at that wage for time lost in the shop, on con- 
dition that the time was not lost through the fault of the operative. 
The payment for production above the standard was in proportion to 
that production and not, as in some wage systems, a diminished return 
per piece. The scheme did not remove opportunity for negotiations, 
but brought bargaining down to a basis of evidence. The time spent 
in bargaining and the time wasted in delaying work for purposes of 
bargaining were to be curtailed. Finally, the incentive system, by 
penalizing either worker or management according to the source of 
responsibility for delays, was to induce the parties to improve their 
methods and relations. 

Because the incentive system was applied in all the association shops, 
competition was elevated. Beating down wage rates no longer was a 
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method of competition within the market. Although that form of com- 
petition appeared to lower labor costs immediately, it also caused in- 
tangible but nevertheless unquestioned indirect losses. The dissension 
between employer and employee which resulted from it tended to reduce 
the quantity and quality of work turned out. The unrestricted bar- 
gaining system regarding piece rates was on a low ethical plane; occa- 
sionally it enforced long hours of work, and it probably increased 
intermittent employment in the industry. In effect, these conditions 
reduced the working capacity of the people in the industry and lowered 
the industry in the public esteem. 

The difficulties connected with the operation of production stand- 
ards mentioned in the case were perhaps inherent in the circumstances. 
There was a tradition of exploitation in the industry which colored 
the viewpoint of the workers toward stop-watch studies. The seasonal 
nature of the work was another unfavorable factor. The operatives 
believed that increased efficiency would result in shorter working 
seasons and, hence, less annual income to them. The ardent collectivist 
feared that many of his fellow workers would depend too largely upon 
their own efforts and fail to recognize the need, as he saw it, to unite for 
common advancement. 

Some operatives resented the installation of production standards 
because the studies caused some rates fixed by the bargaining system 
to be revised downward. In assessing blame for the decline in employ- 
ment in 1921-1922, many employees, no doubt, did not distinguish be- 
tween the effects of the system, on the one hand, and those, on the 
other hand, of the current business depression and of the keen competi- 
tion which the Cleveland industry was sustaining from New York City 
manufacturers. 

The traditions of the industry imposed unusual demands upon the 
time-study men. Their duties called for the exercise of diplomacy, 
firmness, patience, and energy. They had to meet suspicion rooted in 
experience; they had to win cooperation voluntarily and not by duress; 
pressed for effective standards, they had to set those standards quickly, 
and do so on the basis of limited experience. 

Most of the manufacturers and union members had to change their 
customary methods of dealing with the wage issue. The system re- 
quired them to view production standards as scientific problems, 
whereas formerly those standards had been arrived at by bargaining, 
in which the momentary necessities of the respective parties played a 
large part. 

Apart from the background and beliefs of the people concerned with 
the system, there were technical and economic difficulties in the way 
of its success. In some shops the auxiliary service performed by in- 
direct labor and supervisors no doubt was greater than in others, There- 
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fore, work specifications for the same operation on similar garments 
had to be modified according to the service done by indirect labor in 
different factories. Standards often had to be set for a model on the 
basis of operations on a few sample garments. As data accumulated, 
standards could be built up from experience on similar work. ‘That 
method, however, would allow interested people to allege that the 
standards had applied to work that was not strictly comparable to the 
task in hand. 

The nature of the material worked on and the long period of some 
of the operations made timing difficult. The skilled operations were 
not semiautomatic, as are many machine-tending operations upon which 
time study has proved satisfactory. The complications which resulted 
from uneven lot sizes are indicated in the case. Small lot orders and 
variations in patterns and materials made rigid process standardization 
and exhaustive time studies uneconomical. 

Notwithstanding these difficulties and the handicap of an unfortunate 
marketing situation,® this experiment has been continued to the present 
time, and there is no evidence that it will be discontinued. That fact 
is a testimonial to the earnestness of purpose and the good faith of the 
people—both employers and unionists—in the Cleveland branch of the 
industry. This has been a pioneer attempt by a manufacturers’ asso- 
ciation and a labor union to determine jointly in a scientific spirit and 
by study the time which an operative should spend in doing specified 
pieces of work. The matters of concern to each side in the early stages 
of the endeavor and the safeguards set up here to prevent abuse of the 
process of task setting would be of interest in any similar experiment. 


June, 1926 1? Wires 


*See also Samoset Company, 3 H.B.R. 204. 
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LABOR UNION—-WOMEN’S GARMENT INDUSTRY 
MANUFACTURER—WOMEN’S GARMENTS 


Waces—Equalization through Withholding Work from Subcontractors Pay- 
ing Subnormal Wages. In order to equalize wage rates for similar work 
in the several establishments represented in an association of 
women’s garment manufacturers, the practice of putting out work 
in the shops of subcontractors was regulated by an agreement between 
the association and a labor union. The agreement provided that the 
signatory manufacturers were not to give work to any subcontractor 
who did not pay the rates of wages or abide by the other rulings made 
by an arbitration board created under the terms of the agreement. 


UNEMPLOYMENT REDUCTION AND RELIEF—Sending Work to Subcontractors 
Prohibited during Idleness of Regular Employees. In order to stabilize 
employment of workers who depended for their livelihood upon regular 
employment in the Cleveland women’s garment industry, the arbitrator 
of labor issues in that industry ruled that a manufacturer was not to 
put out work in subcontractors’ shops at a time when the workers on 
the pay roll of its factory were idle. 


(1921) 


In 1921 the Ilman Company was manufacturing women’s 
clothing in Cleveland. In December, 1919, an association rep- 
resenting approximately 30 of the principal women’s garment 
manufacturers in that city, among them the Ilman Company, 
had entered into an agreement with a labor union in the trade. 
The agreement established terms of employment in the shops 
of the manufacturers signatory to it and set up a board of arbi- 
tration to fix basic wage rates and to adjust disputes that arose 
in the course of shop operation. Early in 1921, the union alleged 
that one firm in the association was violating the agreement by 
sending work outside of its plant to be done by contrac- 
tors who were paying wages less than those established by the 
arbitrators. In presenting this charge, the union representatives 
alleged that the Ilman Company was giving work to “outside 
shops” while the workers in its factory were idle. 

The principal terms of the manufacturers’ agreement with the 
union were as follows: 


1 Fictitious name. 
2 See also Cleveland Manufacturers’ Association, page 418. 
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There shall be a permanent board of referees of three persons 

epee Ghareoieie le This board shall have power: to adjust matters which 
cannot be settled between the parties, to establish periodic wage scales 
for the industry, and to see that this agreement is fairly lived up to 
by the parties hereto. 

On or about October first of each year, the referees shall take up the 
matter of wage scales, and on or about November first shall make such 
changes in the then existing scale as shall, in their judgment, seem 
advisable. 

The wage scale shall be determined after thorough investigation of 
all ascertainable facts, with due regard to the public interest, fair and 
equitable wages conforming to American standards, and to the progress 
and prosperity of the industry. A united effort shall be made to pro- 
mote all interests by increasing continuity of employment. 

Disputes between an employer and an employee in an individual 
shop, affecting a member of the union, shall first be taken up between 
the employer or his representative and the worker concerned or his 
representative, who must be an employee of such shop, for the purpose 
of adjusting the differences between them. In case of failure to make 
satisfactory adjustment, the matter shall then be taken up by the man- 
ager of the union and the manager of the manufacturers’ association. 

Disputes of a general nature concerning such matters as hours of 
work, general sanitary standards, general wage scales and classifications 
in connection therewith, and so forth, shall be taken up directly by 
the manager of the union and the manager of the manufacturers’ asso- 
ciation. 

If they fail in either case to make a satisfactory adjustment, the 
dispute shall then be arbitrated by the representative of the referees 
appointed for that purpose and vested with the full power of the board 
of referees, subject only to a right of appeal to the board from his 
decision on matters relating to principle or policy. This representative 
shall reside in Cleveland, and may be called upon at any time for the 
investigation or hearing of cases properly brought before him. No 
case shall be heard by him, or by the board, which has not first been 
taken up in the successive steps set forth above. The decision of the 
representative is final unless and until overruled or modified by the 
board of referees except where a member of the board, upon cause 
shown, shall deem it advisable to suspend execution of the decision of 
the representative, pending appeal. 

The principle of week work is approved. The definite arrangements 
which shall be worked out jointly under the direction of the referees 
during the next year shall have due regard to the productive value of 
the individual worker, based on fair and accurate standards, which 
standards shall be subject to review by the referees. 

The manufacturers’ association and the union shall cooperate as re- 
quired by the referees in seeing that all of their decisions, rulings, pro- 
DONS or disciplinary measures, are faithfully executed or complied 
with. 
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Every worker shall work for, be paid by, and bargain with the firm 
in whose shop he is employed, and not [be paid] by any other employee 
of that firm. This clause relates to the abolishment of inside sub- 
contracting. 

All workers in outside shops located in Cuyahoga County shall re- 
ceive the same scale of wages as established by the referees for the 
workers in the inside shops. No employer of the association shall 
knowingly continue to give work to any such outside shop which does 
not maintain this scale, or which otherwise fails to abide by any awards, 
rulings or decisions of the referees, or which shall refuse to submit a 
dispute to the referees or their representative. 

The representative of the referees may hear any complaint as to such 
shops or contractors, and where he finds that the standard is not being 
lived up to in any such outside shop, he may forbid the letting of any 
further contracts by any of the manufacturers to such outside con- 
tractor until the contractor shall have paid up all the back pay owing 
under the referees’ wage scale, or have made such other restitution as 
may be necessary to bring him into line with the aforesaid standards. 

The referees shall have authority to decide any complaint with respect 
to any shop in the vicinity of Cleveland doing work for any manufac- 
turer, party to this agreement, giving due consideration to the proper 
interests of the parties to this agreement. 

A joint board of sanitary control may be created by the referees. 

This agreement shall be so administered that the position of neither 
of the parties to it shall be intentionally weakened. On the contrary, 
it is expressly understood that each party shall assist so far as possible 
in maintaining the integrity of the other. 

Any member of either group guilty of violating this agreement shall 
be disciplined on order of the referees. 

During slack periods, the work shall be distributed among all the 
workers of a given shop, or of a given division of that shop, as equitably 
as possible. 

This agreement shall remain in force until December 31, 1921, and 
shall be automatically renewed for another year, and so on, for each 
succeeding year, subject only to the right of either party to terminate 
it on December 31, 1921, or on December 31 of any succeeding year, 
by giving written notice of at least three months before the end of such 
year. Either party may, upon similar notice, at such periods, suggest 
amendments or a reconsideration of the terms of the agreement as a 
whole, in which case the referees shall call the parties into conference 
during the three months’ period and whatever changes may be agreed 
on shall become effective at the beginning of the next yearly period. 

There shall be no strikes or lockouts during the life of this agree- 
ment, unless previously authorized by the referees. 


The agreement was signed by the members of the manufac- 
turers’ association, by the representatives of the national labor 
union, by the representatives of the Cleveland local unions affili- 
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ated with the national union, and by the members of the arbi- 
tration board mentioned in the agreement. 

The Ilman Company was organized to produce on a large 
scale. This was also true of most of the manufacturers in the 
association. The equipment used in the trade, however, was not 
such as to make its concentration in a large plant especially ad- 
vantageous. The equipment was light and inexpensive. Its units 
were operated by individual workers, and for the most part were 
driven by electric power. 

No technical manufacturing staff was needed in any plant, 
regardless of its size, for the reason that mechanical problems 
concerning equipment were dealt with by the equipment manu- 
‘facturers. The only technical staff required in the industry was 
that in charge of creating and modifying designs. These func- 
tions could be performed by jobbers or manufacturers, whether 
they controlled the actual manufacturing operations, or merely 
furnished materials and patterns to subcontractors for making up. 

Large plants could not be used at night, because of legislation 
prohibiting night work for women. The industry employed as 
many women as men, and the legal working schedule for women 
really governed the working schedule of a large plant. 

In New York City, the chief manufacturing center of the trade, 
the industry was carried on chiefly in contractors’ small shops. 
That form of industrial organization, together with New York 
City’s large supply of skilled garment workers and of unskilled 
men and women laborers, made it relatively easy for the New 
York City industry to expand or contract its producing capacity 
in harmony with the seasonal fluctuations of sales. That type 
of organization, moreover, did not saddle the so-called manu- 
facturer with heavy fixed expenses. 

Outside shops frequently could undertake work at prices less 
than the large-scale manufacturers had to pay to have the work 
done in their plants. The employees in outside shops in this in- 
dustry usually were drawn from the neighborhoods of the shops; 
they spent no car fare in going to and from work, the women 
among them could dress inexpensively, and they could work in 
the shops in addition to carrying on their household duties. The 
fact that these women’s wages were a supplementary part rather 
than the chief source of the family incomes tended to cause their 
acquiescence in terms offered them by the contractor. The supply 
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of this type of labor was not sensitive to wage changes and the 
people were poor bargainers. 

The proprietor of an outside shop had small overhead expense. 
In New York City some of the work was carried on in the liv- 
ing quarters of the contractors, but in Cleveland, fire regulations 
prohibited the use of pressing equipment in the home, and in that 
city outbuildings of- cheap construction housed the manufacture. 
The contractor acted as the supervisor in the shop, and he in- 
sisted upon maximum performance. The supervisory expense was 
low and the supervision, of its kind, was effective. 

Little capital and only a limited degree of administrative 
ability were required to begin business as a contractor. The 
number of contractors tended to become excessive, and in their 
competition for work they quoted prices which yielded them, as 
proprietors, annual individual incomes less than the average 
yearly wages of employees. in their shops. As wages were a con- 
tractor’s chief item of outlay, he concentrated attention upon 
methods of reducing them. The organization of the industry, 
and the circumstances under which it was conducted, caused the 
free and individual bargaining system to result in the employees’ 
exploitation. The contractor drove his workers at top speed on 
profitable contracts so as to gain additional work of that kind. 
The speed reacted unfavorably on quality. When the contractor 
made a poor bargain with one manufacturer, he attempted to 
obtain work from some other manufacturer and put off the 
making of the unprofitable lot. The manufacturers, as a result, 
did not have strict control over manufacturing operations. 

The Cleveland manufacturers had their rapid growth during 
the years between 1900 and 1920, when tailored suits and skirts 
were in vogue, and while women in families of moderate means, 
particularly in the Middle West, were turning from clothing 
tailored in the home or in a neighborhood establishment to fac- 
tory-made garments, which for the same price were better tai- 
lored. In those years the Cleveland manufacturers established 
a reputation for quality in the better grades of women’s clothing. 
They did not enter the ultrafashionable or the very expensive 
lines, the market for which was centered in New York City. 

In 1921, women apparently preferred stylish, light, and loose 
garments to the more fully standardized and strictly tailored 
garments previously popular. The style risk in the industry was 
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increased in consequence,’ and retailers hesitated to place orders 
in advance. Retailers concentrated their attention upon New 
York City, the country’s style market in women’s wear, and the 
Cleveland manufacturers were at a marketing disadvantage. The 
retailers’ buying methods tended to prevent the Cleveland manu- 
facturers from operating under the former plan of producing 
large lots to fill orders placed in advance of a season. 

New York City was the style center of the United States. 
There the dominant fashions for a season were determined. 
There retailers sent their buyers. The seller of garments in New 
York City did not have to maintain a traveling sales force as 
did his Cleveland competitor. He could show a wider line in his 
showrooms than a traveling salesman could carry economically 
upon trips to the retail trade. Because of the organization of the 
industry in New York City, which reflected the ample labor 
supply there, the New York City manufacturer could make gar- 
ments promptly and cheaply and satisfy the hand-to-mouth de- 
mands of retailers. Small retail establishments throughout the 
United States continued to buy from traveling salesmen, how- 
ever, and in catering to such establishments in the Middle West 
the Cleveland manufacturers were advantageously situated. 

The chief advantages of the large inside shops in Cleveland, 
as opposed to the small outside shops used extensively in New 
York City, were greater control over workmanship, less waste 
of material and trimmings, and better employee morale as a 
result of regular employment. Because the Cleveland manufac- 
turers, prior to 1918, had been able to market styles in advance 
of consumer demand and to make large lots of particular models, 
it had been possible for them to subdivide their manufacturing 
processes, use a relatively large proportion of unskilled and 
women workers, and, because of their regular operations, pay a 
somewhat lower wage per week than the New York City manu- 
facturers paid. It was alleged, however, that notwithstanding 
the slightly lower weekly wage scale in Cleveland, the average an- 
nual income of the workers there was greater than the average 
annual income of the workers in New York City. 

The union brought its charges against the Ilman Company 
before the representative of the board of referees, known as the 





* See also Samoset Company, 3 H.BR. 294. 
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impartial chairman. The union representatives held that the com- 
pany had violated its agreement. The testimony and records 
produced at the hearing were unsatisfactory, and the impartial 
chairman therefore made a personal investigation, with a repre- 
sentative of the union and a representative of the manufacturers’ 
association, of a number of the outside shops involved in the 
case. He also conferred with a number of individuals acquainted 
with the controversy. 

From the investigation and the testimony of the parties, it 
appeared that a majority of the garments sold by the Ilman 
Company had been made in New York City. Of the garments 
manufactured in Cleveland for the company, about one-third 
were manufactured inside its factory and about two-thirds were 
manufactured in outside shops. Those garments made in the 
factory ranged in selling price from $7.75 to $65, and those made 
in the outside shops ranged in price from $7.75 to $42.50. In 
some cases, garments of the same style were made up in outside 
shops and also inside the factory. Their labor cost in the out- 
side shops was less than their labor cost inside the factory by as 
much as from 20 cents to $1 a garment. In some instances the 
outside shops returned the garments and refused to make them 
because the piece price offered was too low. After negotiations, 
higher prices were agreed upon in some of those cases. The out- 
side shops paying the union rate of wages had had the most 
difficulty with the firm in this regard. 

The impartial chairman found that the company had garments 
made in outside shops in Cleveland when its own employees were 
idle. The firm had not at all times given its inside workers an 
opportunity to make a garment before sending it to an outside 
shop. When the firm offered garments to the inside workers it 
had fixed a price and allowed the workers only the alternative 
of accepting or rejecting the proposal. In these cases there was 
no opportunity to bargain and agree upon a price that might be 
mutually satisfactory. In other factories, operated by members 
of the manufacturers’ association, work was not sent to outside 
shops while the workers in the factory were idle. In any event, 
the greater part of the garments were manufactured inside those 
factories, and in the spring of 1921 but a small proportion of 
the garments made in Cleveland were manufactured in outside 
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shops. For the most part, the garments that were made in out- 
side shops were of the cheapest type. 

In his investigation the impartial chairman found that the 
Ilman Company had sent work to several outside shops which 
were unsanitary and whose working conditions were below the 
standards adopted for the industry by the union and the manu- 
facturers’ association. Five of the outside shops, however, met 
with the chairman’s approval. 

Three of the shops used by the Ilman Company appeared to 
be cleaning shops primarily in which manufacturing work was 
taken only during dull times. Four of the shops used by the com- 
pany were paying rates less than those established by the ref- 
erees. Two shops were household establishments. The impartial 
chairman reported one of these shops to be “one of the worst 
places in which garments are being made. The man in charge 
is an invalid who lives with his wife and daughter in two rooms 
and an alcove. One immigrant man is working with them. The 
place is thoroughly unsanitary.” 

The impartial chairman’s decision in this case may be sum- 
marized briefly as follows: The company failed, at times know- 
ingly, to live up to the agreement between the manufacturers’ 
association, of which it was a member, and the union. 

It was not possible to determine accurately the wages which 
the workers in the company’s plant would have received if the 
work performed outside had been done there. To compensate 
those employees in some measure, however, the impartial chair- 
man ordered the company to pay to each operator, finisher, and 
presser in its employ an amount equal to 10% of his or her total 
earnings for the months of December, January, and February 
just preceding the case, which was decided in March, 1021. 

The impartial chairman ordered the firm further not to give 
work to outside shops at any time when the inside workers were 
idle. He stated that the firm must adhere to the general policy 
of the local industry, which recognized the obligation of the 
manufacturer to keep his employees occupied with work in so 
far as possible. The company was directed to guarantee to its 
employees for the month of March not less than the minimum 
scale of wages established by the arbitrators for the respective 
types of work. 

If the management and the workers could not agree upon a 
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wage rate for any garment, the rate was to be settled by a com- 
mittee upon which both sides were to be equally represented. 
The impartial chairman suggested an alternative method of pro- 
cedure by which an “over-all” time study would be made and, 
on the basis of reasonable production standards, weekly rates 
established for the various operators in question. Thus, also, 
piece rates might be determined. 

The company was ordered not to give work to any outside 
shop except upon reasonable knowledge, after investigation, that 
it was a proper shop, particularly in the matter of sanitation, 
wages, and hours. The chairman listed 12 shops as “improper.” 
No work was to be sent to any of those shops until the man- 
agers of the union and of the association had approved them. 


ComMENTARY: The focal point of this case was the subcontracting 
of work so that it was done in establishments where wage rates were 
less than the union scale, by an employer who was a party to the 
agreement under which that scale was set. 

This group of manufacturers desired to establish uniform wage rates 
for similar work in their shops. In that effort they set up agencies 
to fix tasks by time studies and they empowered an arbitral board to 
establish weekly minimum wage rates to be paid for a standard amount 
of work. The manufacturers, as a group, could not permit the sub- 
contracting of work to go on unregulated. Individual companies, seek- 
ing immediate profit through subcontracting at less-than-market rates, 
would impair the labor standards of the market and would jeopardize 
the success of the entire collective experiment. The terms of the agree- 
ment quoted in the case were intended to prevent or correct such abuses. 

The farsighted and socially minded manufacturers in the trade rec- 
ognized the evils of the subcontracting system. The system dissemi- 
nated responsibility for employment and working conditions among 
many subemployers. Although this freed the manufacturers from 
labor problems for the time being, the manufacturers suffered when the 
workers revolted and tied up production. 

From the evils of this situation the garment workers were emerging 
during the World War. Their improved situation resulted largely from 
the enforced curtailment of immigration during the war. In their newly 
acquired power they demanded the correction of the abuses of the sub- 
contracting system, as well as increased wages and reductions in the 
number of hours worked weekly. 

' By the use of the outside shop, the industry was able to accommodate 
manufacturing capacity to a sharply fluctuating seasonal demand for 


446 HARVARD BUSINESS REPORTS 


products. The signers of this agreement did not intend to abolish the 
use of the outside shop, but to regulate it and improve its standards. 

The agreement in this case provided that outside shops were to main- 
tain the same standards of wages that were effective in inside shops, 
and that work was not to be given to outside shops while workers 
employed in the inside shops were idle. The Ilman Company, how- 
ever, had not used outside shops to supplement its manufacturing 
capacity, but rather to reduce its expenses for wages below the level 
established by the referees. The workers in its inside shops were idle 
or working on a part-time basis, and they would have been able to 
process the work which the company gave to the outside shops. 

The IIman Company’s action was undermining the wage and labor 
cost standards that were being established in the Cleveland branch of 
the industry. The action tended to disrupt the confidence of the union 
and the association in one another and to diminish the possibilities of 
their cooperative efforts. 

The outside-shop system was open to abuse, but, on the other hand, 
it was a useful and economical adjunct to the large inside-shop manu- 
facture. The arbitrator had to regulate strictly the use of the outside 
shop in the interest both of employees and of a majority of the employ- 
ers in the Cleveland industry as it was organized at the time of the 
case. 

This experiment in Cleveland to elevate labor standards was con- 
ditioned fundamentally by the developments in other women’s garment 
manufacturing centers, chiefly those in New York City. Even though 
production standards, wage stabilization, and freedom from strikes 
were to have a beneficial effect upon the competitive position of the 
Cleveland manufacturers, those arrangements would continue to be of 
operating significance only in case manufacturing and selling costs in 
Cleveland enabled manufacturers there to compete successfully with 
producers elsewhere. 

The Cleveland manufactures were large and stable enterprises and 
the union there could detect departures from the established standards 
as, for example, it did in this case of the IIman Company. Union con- 
trol was difficult in New York City, because the industry there was 
carried on in thousands of subcontractors’ shops. Labor costs in New 
York were whittled down by various bargaining devices, chiefly the 
exaction of a larger amount of work for the standard weekly wage, so 
that the union wage scale of New York City, contrasted with that of 
Cleveland, did not furnish an accurate indication of relative labor costs 
in the two cities. 

The economies of large-scale production in the women’s garment in- 
dustry were slight. Some of the factors underlying this condition were 
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unstandardized product, custom manufacture rather than manufacture 
to stock, varying sizes of manufacturing orders, inability to plan 
ahead and stabilize operations, seasonal nature of demand, types of 
machinery used, ability of semiskilled and unskilled workers to perform 
many of the manufacturing operations, and the possibility which small 
shops had of employing women living in their neighborhoods. No 
technical manufacturing staff was necessary. The fixed expenses of a 
large plant in the industry were heavy, for one reason because the in- 
dustry, to gain an ample supply of labor, had located in large urban 
centers where floor-space costs were high. Designing was more a mer- 
chandising than a manufacturing function, moreover, and could be 
performed by a merchandising enterprise which had no direct control 
over large plant facilities. 

The manufacturer with large fixed expenses had to shoulder increased 
hazards in dealing with the union. Those overhead costs dictated early 
capitulation to union demands lest a strike impose serious loss through 
curtailment of opportunity to absorb the expenses in manufacturing 
product. In large-scale manufacture, supervisors’ salaries were an item 
of fixed expense. From the manufacturer’s standpoint, the supervisory 
costs of manufacture under the subcontracting system were reduced to 
a negligible amount and were not fixed expenses. 

The trend of the industry indicated that under the then existing 
marketing conditions the advantages of decentralized and small-scale 
neighborhood manufacture more than balanced the advantages of large- 
scale manufacture. The merits of large-scale operations weighed more 
heavily with the manufacturers of the highest grades of merchandise, 
because of the manufacturer’s ability under that system to control the 
quality of workmanship and the employees’ use of expensive materials. 

At the time of this case the Cleveland industry, speaking broadly, 
was at no serious manufacturing disadvantage. In the production of 
conservative models it was able to compete successfully with New York 
City, but it was at a disadvantage in marketing its wares. 

If consumers had demanded conservative patterns to an increasing 
extent, the Cleveland manufacturers’ competitive position would have 
improved. Their manufacturing technique yielded sanitary, carefully 
inspected, and correctly tailored garments at low cost. In the distri- 
bution of conservative patterns, their salesmen probably could have 
met the demands of retailers on deliveries, style selection, and price. 
As the trend was in the opposite direction, however, the New York type 
of business organization was better fitted to survive in the competitive 
struggle. So long as that trend prevailed, the beneficial effect which 
the labor relations program in Cleveland had on manufacturing cost 
and quality was being offset by marketing disadvantages. 


June, 1926 JaeWweeR, 


PRINTERS’ LEAGUE oF NEw York CITY 
EMPLOYERS’ ASSOCIATION 


Waces—lIncrease in Contract Rates Based on Rising Living Costs Granted 
after Union Strike. In 1916 a local union in the New York City print- 
ing trade, temporarily independent of the corresponding international 
union, renewed a wage contract with an employers’ association. 
This contract, to terminate in 1919, was not underwritten by the inter- 
national union. Other local unions in the industry were working under 
contracts made in 1914. In the spring and summer of 10917 this union 
and one other requested an increase in wages of $4 a week over the 
contract scale, on the basis of rising living costs not foreseen at the 
execution of the contract. After the employers had refused to arbitrate 
the request under an existing arbitration agreement, and had made 
unsatisfactory counter proposals, the men in the independent union 
struck and refused to return to work though requested to do so by the 
union officials. The employers then decided, after consulting the presi- 
dent of the international union concerned, to grant the increase to the 
two local unions. 


ARBITRATION OF Labor Disputes—Employers’ Refusal’ to Arbitrate Union’s 
Request for Wage Increase during Period of Wage Contract. In 10917, 
because of rapidly and unexpectedly rising living costs, a New York 
City local printing trade union, temporarily independent of the corre- 
sponding international union, and another local union, requested an 
employers’ association to arbitrate the question of increasing the wage 
scale above that then in effect through a formal wage contract made in 
1916 and to terminate in 1919. The union contended that this question 
came within the provisions of an arbitration agreement also in effect 
between the local employers and the union. The employers’ associa- 
tion decided repeatedly that the question should not be arbitrated during 
the existence of the separate wage contract, lest the stability of the 
industry be endangered. 


(1917) 


On April 21, 1917, the Printers’ League, which directed all 
labor relations of the Association of Employing Printers of New 
York City, received a request from one of the local printing 
pressroom unions for a joint conference to adjust the contract 
wage scale to the current cost of living. Although the wage con- 
tract would not terminate until October 1, 1919, the union was 
of the opinion that a clause in a separate arbitration agreement 
existing between the league and the union permitted a change 
in the wage scale when general economic conditions changed. 
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As a result of conditions arising from the World War, living 
costs had increased approximately 20% since this union had 
entered into the wage contract in June of the preceding year. 

New York City occupied a strong position in the printing in- 
dustry. According to the United States census report, over 
one-fourth of the printing and publishing produced in the 
United States in 1914 was produced in New York City. The 
industry there reported, for that year, 2,650 establishments, 68,- 
540 persons, $76,955,000 in salaries and wages, $155,587,228 in 
invested capital, and $215,570,954 in value of output. 

Printing shops in New York City ranged in size from the one- 
man shop with its small job press and few frames of type to the 
establishment with 75 presses and a modern composing room em- 
ploying 300 hand and machine compositors.1_ These shops were 
of two major types: the newspaper office which, through its pub- 
lications, sold a service to the public in furnishing daily news, 
and the commercial and job printing establishments which pro- 
duced a manufactured article sold in bulk, under highly competi- 
tive conditions, to publishers. The commercial and job printing 
shops produced over two-thirds of the printing in New York. 
The commercial shops, with hand and machine composing room 
equipment and cylinder, web, and job presses, printed books, 
magazines, and catalogs; the small job shops, with only hand 
type equipment and job presses, printed chiefly handbills, cards, 
stationery, booklets, and price lists. 

Employees in the mechanical departments could be classified 
broadly into four groups. Arranged in the order of their se- 
quence in the productive processes, these groups were composi- 
tors, pressmen, binders, and mailers. It was estimated that over 
37,000 workers were employed in the mechanical departments of 
the industry in New York City on January 1, 1917. Approxi- 
mately 26,000 of these, or 70%, were compositors, pressmen, and 
press feeders, the estimated number in each group being respec- 
tively 15,278; 4,900; and 5,875. Of the 26,000, 3,700 worked 
in newspaper offices; the balance were employed in the com- 
mercial and job printing shops. This estimate included both 





1A survey of New York City industries made at about this time reported the 
number of men employed in 722 printing shops, by groups, as follows: 318 shops 
employing from 1 to 5 workers; 164, employing from 6 to 10 workers; 167, employ- 
ing from 11 to 25 workers; 52, employing from 26 to 50 workers; and 21, employing 
over 50 workers. 
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union and nonunion workers. About 50% of the shops were 
unionized. These, being the larger establishments, produced ap- 
proximately 75% of the total output of the industry in New York 
City. 

There was little variation month by month in the number of 
men employed in the printing industry. Between 70% and 75% 
of the workers in the commercial job branch of the printing in- 
dustry in New York City were native born. The contrast in 
this respect with other industries was strikingly apparent; in the 
building trades, for example, only 25% to 30% of the workers 
were native born. 

The owners of the printing plants were represented in 1917 by 
the Association of Employing Printers of New York City, an 
amalgamation of the New York Typothetae with the Printers’ 
League. Each association retained autonomy over certain phases 
of its work. The entire group, representing approximately 650 
shops, 250 of which were in the Printers’ League or ‘“‘closed shop” 
section, was affiliated with the United Typothetae of America, 
a national trade association. 

Employers in two branches of the industry were organized in- 
dependently of the Association of Employing Printers of New 
York City; their organizations were the Association of Employ- 
ing Electrotypers and Stereotypers of New York and the Board 
of Trade Photo Engravers of New York, Incorporated. 

In addition to these associations in the printing industry there 
were the associations of publishers in New York City, the Period- 
ical Publishers’ Association, and the Book Publishers’ Associa- 
tion. The publishers were merchandisers of text and advertising 
copy, while the printers were manufacturers of books and other 
printed material. 

The Association of Employing Printers of New York City 
dealt largely with legislative problems of the industry. The 
Typothetae Section of the association had jurisdiction over com- 
mercial relations within the association, and the Printers’ League 
Section over relations with labor unions. It was the practice 
of the Printers’ League to appoint an executive committee, which 
usually consisted of five members. 

The Printers’ League was organized in 1907 by employers who 
desired to deal with the printing trade unions after the New York 
branch of the United Typothetae declared against that policy as 
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a result of the strike of 1905-1907 for the eight-hour day. In 
1916 the Printers’ League was amalgamated with the Typothetae 
so far as commercial relations were concerned, but the League 
continued its autonomy in matters of labor relations. 

The Printers’ League dealt with the following unions: 


I. Affiliated with International Typographical Union 


Membership Local Union Affiliation 
6,500 Typographical Union No. 6 (Compositors) 
200 Mailers’ Union No. 6 


II. Affiliated with the International Printing Pressmen and Assist- 
ants’ Union of North America 


Membership Local Union A ffiliation 
2,800 New York Printing Pressmen and Assistants’ 
Union No. 51 
2,800 New York Pressmen’s Assistants’ and Feed- 
ers’ Union No. 23 
1,200 New York Platen Pressmen and Platen 
Pressmen’s Assistants’ Union No. 1 
1,000 New York Paper Handlers’ Union No. 1 
III. Affiliated with the International Brotherhood of Bookbinders 
Membership Local Union A ffiliation 
1,000 Bookbinders No. 1 
2,100 Bindery Workers (Women) No. 43 
350 Stampers and Layers No. 22 
250 Blank Bookbinders No. 6 
200 Paper Rulers No. 9 
goo Paper Cutters’ Union No. 119 
450 Bookbinders’ Union No. 24 


The Association of Employing Electrotypers and Stereotypers 
of New York dealt with the 700 members of Electrotypers’ Union 
No. 100, which was affiliated with the International Stereotypers’ 
and Electrotypers’ Union. The Board of Trade Photo Engravers 
of New York, Incorporated, dealt with the 1,250 members of the 
New York Photo Engravers’ Union No. 1, which was affiliated 
with the International Photo Engravers’ Union of North America. 
All the local unions named were members of the Local Allied 
Printing Trades Council of New York City and members of the 
Central Federation of Labor of New York City. The interna- 
tional unions named were affiliated with the American Federa- 
tion of Labor. 
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In the main, the union wage agreements which were in effect 
in the New York printing industry in 1917 were distinct from the 
union arbitration agreements in effect at that time. The wage 
contracts would terminate at times when the arbitration contracts 
with the same unions still were in effect. 

Since the strike and lockout of 1905-1907 or. the eight-hour 
day issue, the relations between the unions and the employers in 
the industry in New York City had been free from any serious 
controversies or disturbances. Arbitration agreements had pro- 
vided for local arbitration boards with an impartial umpire in the 
case of a deadlock. An executive committee of the Printers’ 
League represented the proprietors of union shops before arbitra- 
tion boards; the committee met an equal number of representa- 
tives from the respective unions to adjudicate questions arising 
under existing contracts or in the extension or renewal of con- 
tracts. 

On June 1, 1916, Pressmen’s Assistants and Feeders’ Union 
No. 23, known as Franklin Union No. 23, had signed a contract 
to run until September 30, 1919, which established a weekly 
wage scale of $17.50 until June 1, 1917, and a wage scale of $18 
a week thereafter until the termination of the contract. On 
April 21, 1917, this union addressed a letter to the Printers’ 
League which read in part as follows: 

This is to advise you that Franklin Union No. 23, Incorporated, 
desires to meet with the Conference Committee of the Printers’ League. 


The purpose of said conference is the adjustment of the present scale 
of wages to conform with the present cost of living, and so forth. 


This communication was discussed at a meeting of the execu- 
tive committee of the Printers’ League on May 13, and the secre- 
tary of the league was instructed to write the union that, as the 
league was working under a wage agreement, it could not under- 
stand the proposal of the union, but that it would appoint a com- 
mittee to meet union representatives to learn what they had to 
say. At that same meeting of the committee of the league, a 
communication from Paper Handlers’ Union No. 1 was read; 
that communication requested an increase in wages in view of 
the sharply rising cost of living. 

Two days later a special conference was held between the ex- 
ecutive committee of the league and representatives of Franklin 
Union No. 23. At that meeting the league committee stated that 
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the league proposed to adhere to the existing contract with 
Franklin Union No. 23, which provided for an increase in wages 
on June 1, 1917. The union replied that, although it recognized 
the same contract, it thought that the increased cost of living 
warranted a request for higher wages than the agreement stipu- 
lated. The union’s representatives contended that clauses in the 
arbitration agreement existing between the two parties author- 
ized either party, upon a substantial change in conditions, to 
reopen the question of the wage scale and negotiate new terms. 
The union’s spokesmen held that the increased cost of living had 
not been foreseen when the existing wage agreement was signed. 

The clauses in the arbitration agreement to which Franklin 
Union No. 23 referred were: 

Any changes in the scale of wages or schedule of working 
hours shall be settled by conference or arbitration in accord- 
ance with the provisions of this agreement, except that no new 
scale or readjustment of hours shall become effective until six 
months after notice of desired change was first given. 

All disputes arising over provisions relating to wages, hours, 
or working conditions in contracts now existing or in renewing 
or extending contracts, or over new conditions or the introduc- 
tion of new machinery shall likewise be subject to arbitration 
under the provisions of this agreement, if such disputes cannot 
be adjusted through conciliation. 


After an extended discussion, the union representatives quoted 
official figures to the effect that the cost of food products had in- 
creased 24% since the wage agreement was entered into; the 
union representatives then requested a 24% increase in wages. 
The meeting adjourned after the league committee agreed to re- 
fer the question for decision to the general membership of the 
league. 

On May 28 the Printers’ League, in special session, considered 
Franklin Union’s request. After much discussion, the league 
adopted a resolution denying the application of the union and 
stating “that the contract must continue in force until its termi- 
nation.” 

At this same meeting, the league instructed its secretary to 
write to the president of the International Printing Pressmen 
and Assistants’ Union of North America with regard to threats 
that had been made by that union’s members to abrogate the con- 
tract in New York City. That contract, however, had not been 
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underwritten by the international organization,” because the rela- 
tionship between Local No. 23 and the international organization 
had been severed a short time before the negotiation of the 
contract. 

About the middle of July, 1917, Franklin Union again re- 
quested an increase in wages over the scale agreed upon, and 
asked that this demand be referred to arbitration. The executive 
committee of the league met and decided that the general mem- 
bership already had settled the question by voting to refuse the 
demand. The committee communicated this view to the union. 

At this meeting of the executive committee a letter was read 
from Printing Pressmen and Assistants’ Union No. 51, which 
“earnestly urged” the employers to raise wages 20% in view of 
the increased cost of living. The executive committee unani- 
mously decided that its action upon Franklin Union’s request 
should govern it in replying to this request of Pressmen’s Union 
No. 51. 

On August 9 the Printers’ League committee met representa- 
tives of Pressmen’s Union No. 51 to reconsider the union’s re- 
quest for a wage increase. The union representatives argued 
that the increased cost of living caused by the World War had 
not been anticipated by any one when the union agreement was 
signed; they held that the existing situation justified a wage 
adjustment, notwithstanding the terms of the agreement. 

The league committee argued this question was of great im- 
portance as affecting the stability of contracts; that, through a 
course of years, the union wage contracts had enabled the em- 
ployers to carry on business with confidence that labor costs 
would not vary substantially during the existence of a contract. 
If it were to be decided that, because of unforeseen conditions, 
wage contracts could be opened on demand by either party, the 
employers’ relations with their employees might revert to the 
former disordered and unsatisfactory conditions. The league 
committee recognized that the cost of living had increased, but 
it refused to grant the wage increase requested by the union. The 
league committee thought the arbitration agreement sufficiently 





7A national union, by underwriting an agreement of a member local union, 
guarantees that the terms of the agreement will be carried out either by the local 
union or by the national union in the event that the local defaults. 

The word “international” is used by a number of American national trade unions 
to indicate that they have district and local branches in Canada. 
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broad and elastic to provide for the settlement of any controversy 
that might arise, but it did not see how the agreement would 
apply to the issue the pressmen presented. 

The union representatives took the position that the arbitra- 
tion agreement applied to any dispute. The union representa- 
tives held that they did not present a demand but a contention 
that conditions warranted a reconsideration of the wage scale 
and its readjustment. They emphasized that the union had no in- 
tention of breaking the contract with the league, which, the 
union believed, had been mutually advantageous. The union 
spokesmen were convinced, however, that the abnormal situation 
should be recognized definitely by the league and that an agree- 
ment could be reached which would not be considered as affecting 
the stability of contracts. 

At a special meeting of the league on October 4, it was declared 
unanimously that the proposition of Pressmen’s Union No. 51 
for opening the scale contract which did not expire until October 
I, 1919, should be denied. 

Before noon of October 9, 70 members of Franklin Union No. 
23, employed at the S...... Press, by petition requested a $4 
increase in weekly wages. Upon presenting this petition they 
ceased work. When informed that their petition would be re- 
ferred to the Printers’ League for action, they returned to work. 
After lunch, however, they went to the foreman one at a time, 
informed him that they were “through,” and left the plant. 

On October 11, at a special conference between representatives 
of the Printers’ League, of Pressmen’s Union No. 51, and of 
Franklin Union No. 23, the officers of the latter organization held 
that the situation at the S...... Press was the outcome of the 
firm’s attitude toward the pressmen. ‘Those union officers said 
that a petition regarding change of pay day had been ignored a 
few weeks before, and that the petitioners on October 9 were not 
granted even a hearing. 

At a meeting of the Printers’ League held October 12 to con- 
Sider'the,5...... Press strike, the secretary read the following 
telegram which had been sent by the league to the president of 
the International Printing Pressmen’s Union: 

Seventy press assistants struck S...... Press Wednesday two hours 


after demanding four dollar increase. Thursday night forty more quit 
without demands after working one hour. Franklin Union executive 
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board repudiates action but can’t fill places. President and representa- 
tive are weak or lukewarm, making petty excuses for strikers of indi- 
vidual action, etc. Scale increased last June runs two years more. 
Union meeting called for Sunday. Immediate and drastic action neces- 
sary if arbitration and scale contracts with your locals are not to be 
made scraps of paper. 


At this meeting of the league a committee of employers was 
appointed to confer with the strikers, to urge them to return to 
work under conditions existing before the walkout, and to assure 
them that all grievances would be investigated. These employers 
dealt with the case as an isolated problem; they apparently did 
not regard it as symptomatic of general unrest. The committee 
attached more weight to the alleged personal grievances of the 
employees Ol the 32. see: Press than to the wage issue. The 
committee recommended that the league permit the S...... 
Press to make a temporary settlement with the strikers. This 
was done, the strikers receiving a $1 increase in weekly wages. 

Subsequently, the local union officials repudiated this strike as 
unauthorized and a violation of contract. The union ordered the 
men to remain at work and to decline the $z increase. 

Through representatives at a meeting of the Printers’ League 
on October 17, Pressmen’s Union No. 51 reiterated its proposal 
for a 20% increase in wages; and Franklin Union No. 23 re- 
quested a $4 increase in weekly rates. The Franklin Union 
officials pointed out that in consequence of low wages the feeders 
were turning to work in the war industries. The employers 
recognized the force of this contention, because the feeders were 
semiskilled workers adaptable to other machine operating tasks. 

As a result of two meetings of a special committee of the 
League on War Relief, on October 19 and October 22, the follow- 
ing proposition, concerning which the committee advocated the 
widest publicity, was prepared to be submitted to the unions 
mentioned therein. 


To Our EmpLoyers WHo ARE MEMBERS OF PRESSMEN’S UNION, 
No. 51, AND FRANKLIN Union, No. 23 


From and after November 1, 1917, for the period of the War and 
for thirty days thereafter, this establishment will pay the following sums 
of money as “war relief” to such of our employees hereinafter specified, 
who are members of the above named unions. 

To those working under the agreed wage scale of $18 to $21 
per week, $2 per week war relief; to those working under the 
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agreed wage scale of $21.50 per week, $1.50 per week war 
relief; $22 per week, $1 per week war relief; $22.50 per week, 
50 cents per week war relief. 

Our regular employees will be paid these respective sums, as war 
relief, whether they work the whole or any part of a week. 

Subs or emergency feeders will receive 50 cents a day war relief, up 
to three days, and should they work more than three days, they will 
receive the same war relief per week as our regular employees. 

Wages earned for work done outside of the regular day or night scale 
—namely, overtime—form no part of the computation in fixing the 
weekly wage scale of those receiving war relief hereunder. 

These payments have nothing whatever to do with existing wage 
contracts between employers and the unions, which remain in full force 
and effect until the expiration of such contracts. 

Should, however, at any time there be a breach of any of the terms 
of these existing contracts on the part of either of the unions or the 
members thereof, then this establishment reserves to itself the right to 
discontinue paying any further sums as war relief. 


This proposal was ratified at a general meeting of the league on 
October 24. At the meeting it appeared that the special com- 
mittee had prepared a statement to be placed in the daily news- 
papers of the city in anticipation of a strike of the press feeders. 

At a special meeting of the league three days later, the secretary 
announced that Franklin Union No. 23 had rejected the propo- 
sition. He then read the following letter from Pressmen’s Union 
No. 51: 

This is to notify you that Pressmen’s Union No. 51 at a special meet- 
ing held on October 26, 1917, decided as follows on the question of the 
-increase of wages offered by your body. 

This union voted almost unanimously against the acceptance of your 
offer of war relief as per submitted printed copy. We also voted that 
our original demand of a 20% increase on all scales must be put to 
arbitration at once. 

We, therefore, expect to hear from you by Monday for a joint con- 
ference to perfect details for this arbitration proceeding. 


Those present at this meeting of the league discussed the next 
step to be taken in the controversies with the pressroom unions. 
The possibility of a strike on the part of Franklin Union No. 23, 
which would be a violation of their contract, was frankly dis- 
cussed, and the advisability of legal action in a case of violation 
of contract was considered. After much discussion, the following 
resolution was unanimously carried: 


REsoLvep, That the Printers’ League Section of the Association of 
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Employing Printers hereby reaffirms and will absolutely stand by the 
contracts made with the various unions in the printing trade, and be 
it further 

RESOLVED, That we will submit to arbitration any and all questions 
in dispute with any of these unions if the same cannot be settled with 
any of these by conciliation, and be it further 

RESOLVED, That the president of the Printers’ League Section of the 
Association of Employing Printers be instructed to appoint a committee 
for that purpose to act with a like committee appointed by any union 
with which we have a contract. 


On October 29 all the feeders of Franklin Union No. 23 ceased 
work and stated that they would not resume work until their 
demand for a $4 increase had been granted. By this strike the 
union used direct action to force an issue which had been under 
consideration, without any conclusion having been arrived at, 
for a period of over six months. 

On this same day a general meeting of the Printers’ League 
was held to discuss the situation. Four proposals were con- 
sidered, as follows: (1) to take legal action and endeavor to 
secure an injunction compelling Franklin Union No. 23 to abide 
by its agreement; (2) to request the president of the International 
Pressmen’s Union to force the local union to keep its contract; 
(3) to call in a mediator from the state or national departments 
of labor; (4) to pay the increase demanded by the union. The 
league decided to act upon proposal No. 2. The same day also 
a committee of five, which had been appointed specially to handle 
the matter, went over the entire situation with the president of the 
International Pressmen’s Union and the representative of Frank- 
lin Local Union No. 23. The following proposition was agreed 
to by all parties. 


SUPPLEMENTARY AGREEMENT, OCTOBER 29, I917 


1. Restoration of the status quo and reestablishment of the agreement 
putting the members of No. 23 to work. 


2. That a flat $2 raise be given over such restoration of the status 
quo for six months, when if the conditions are similar it shall continue 
on conference for another agreed period. 


3. That the difference between the two organizations of an additional 
$2 for the same period of time be referred to arbitration. 


4. That the arbitrators be selected by their respective bodies. 


This supplemental agreement was adopted and ratified imme- 
diately by the negotiating committee of the Printers’ League. 
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The membership of Franklin Union No. 23, however, at a 
meeting held the following night, voted against accepting the 
agreement and empowered representatives to meet with the 
league’s special committee and to endeavor to convince the com- 
mittee of the justice of the claim for a $4 increase. 

At a joint meeting the next day, the league committee contended 
that according to the league’s agreement with the union all dis- 
putes should be arbitrated, and urged that the men go back to 
work and allow the matter to be decided by arbitration. The 
union representatives stated that although the league had refused 
to arbitrate the question at the time of the union’s original prop- 
osition, and had argued that it was impossible to open the wage 
question, and although the union’s position was stated, they would 
take back to the membership any proposition that the league was 
willing to submit; but that they had no power to do more. They 
called attention to the league’s war relief proposal of October 24, 
and charged the league with attempting to exert influence over the 
union membership; they contended that this action was a viola- 
tion of the contract. The league committee contended that the 
men should return to work immediately, pending the adjudication 
of the matter. The union spokesman said, in effect: 

I cannot order our men back to work nor can the conference com- 
mittee order our men back to work. The $4 increase is so fixed in their 
minds that no power or union could force them to work unless it is 
granted. The men turned down the proposition put to them last night. 
They said that our conference committee was trying to put something 
over on them. Since last April, we have been trying to tell this to your 
organization. If some adjustment had been made in July, giving the 
men $1 and another $1 say around now, this would not have happened. 
The men say we dilly dally too much. They have now taken things 
into their own hands. 


After some further negotiating, the league committee gave way 
and signed an agreement, incorporating the following provisions: 

The men to go back to work at $4 increased scale; 

The conference committee to go before the union and secure the 
reaffirmation and reestablishment of the contract; and 

The contract to be underwritten by the International Printing Press- 
men’s Union. 


This agreement was ratified by the local union and the men 
returned to work, after having been on strike three days.° 





5 For commentary covering this and the following case, see page 475. 
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Workinc ConpiT1ions—Union Negotiations Leading to Adoption of 44-Hour 
Work Week. After adoption on May 1, 1921, of a 44-hour work week 
to replace the current 48-hour week was proposed in April, 1919, by a 
joint council representing employing printers and international craft 
printing unions throughout the United States, the Printers’ League of 
New York City, an association of closed-shop employers, was urged 
repeatedly by local unions to make the 44-hour week effective in October, 
1919. The New York City employers were willing to accede to these 
requests, provided that other employers in the United States would do 
likewise. Efforts to persuade the other employers being futile, the 
Printers’ League of New York City refused, because of the competitive 
disadvantages involved, to adopt the shorter week in the New York City 
trade before its adoption by the industry at large. The final joint coun- 
cil decision was to make May 1, 1921, the effective date of adoption. 


UNiIon RELATIONS—Employers’ Refusal to Employ Members of Local Unions 
Expelled from International Union. In 1919 several local unions in the 
New York City printing trade, which had seceded from their inter- 
national union, called a strike against an employer who was a mem- 
ber of the Printers’ League of New York City, an association of closed- 
shop employers. The Printers’ League, on the ground that the strike 
was contrary to a contract between the League and the locals, requested 
aid from the international union, which had underwritten the contract. 
In promising aid, the international stated that its members and those 
of other international unions in the trade would not work with members 
of the secession locals, and that new locals were being formed to replace 
those which had seceded. The Printers’ League, in view of these circum- 
stances, decided to make no contracts with any local or international 
union not affiliated and in good standing with the American Federation 
of Labor, and to make no contracts or agreements with local unions, 
unless such contracts or agreements were underwritten by the respective 
international union. Accordingly, the league members announced their 
refusal to retain any members of the secession unions. 


Waces—Provision in Contract with Union for Wage Readjustments Based 
on Changes in Costs of Living. In the fall of 1919 a joint council rep- 
resenting employers and unions in the New York City printing industry 
proposed that in new contracts to be made with the unions, provisions 
be included for considering wage increases or decreases at six-month 
intervals if the cost-of-living figures of the Federal Department of Labor, 
Bureau of Statistics, had changed by 5% or more. 


Union ReLations—Employers’ Refusal, Despite Walkout, to Compromise 
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Issues. After wage advances had been granted earlier in the year by 
a Federal labor board, questions relating to further wage increases, a 
shorter work week, and provisions for arbitration of labor disputes were 
the subject of continued negotiations between the Printers’ League of 
New York City and several local and international unions. Refusal of 
the employers to accede to the demands of one of the local unions or 
to employ members of outlawed locals, and rejection by the union of the 
employers’ counter proposals, led to a widespread walkout against the 
wishes of officials of other unions. Although this walkout caused local 
plants to shut down, and work to be done in other cities, the employers 
decided against making compromises, preferring to wait until the 
absentees returned to work. 


Pricinc—Employers’ Rejection of Plan for Price Fixing by Unionist Em- 
ployees. In the spring of 1919 some local unions in the New York City 
printing industry urged upon the Printers’ League of New York City, 
an association of closed-shop employers, general adoption of a plan 
already in use in one branch of the trade, whereby the union concerned 
fixed the selling price of the product and the employer agreed to main- 
tain that price. The league decided not to adopt that plan because, for 
the products it would apply to, it would amount to violation of the 
Sherman Anti-Trust law. 


(1918-1919) 


During the summer and fall of 1919 the Printers’ League of 
New York City, an association of employers operating union 
shops, had to decide upon questions involving employment of 
members of outlaw unions, wage increases, adoption of a 44-hour 
work week, and shutdowns caused by strikes. 

The employers, for some months before that time, had with- 
stood strikes and threats of strikes by these local labor organiza- 
tions. Doctrines of direct action had been gaining in popularity 
among the local organizations since 1917, when, for six months, 
the employers in negotiations had stressed the inviolability of the 
wage contracts in effect, and had refused to grant voluntarily a 
wage increase commensurate with the advanced cost of living. 
After that refusal, the press feeders’ union, known as Franklin 
Union No. 23, by a three days’ strike won the demand it had 
contended for in the negotiations. That victory gave a strong 
impetus to the views of the more radical faction in the local print- 
ing trades unions, who advocated economic pressure as the means 
for attaining better working conditions. For approximately 12 
years prior to the press feeders’ strike amicable and orderly rela- 
tions, in contrast to direct action, had existed between the Printers’ 
League and the printing trades unions. 
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After the press feeders in 1917 had won a $4 advance in wages 
through a strike in violation of an arbitration agreement they had 
signed, the Printers’ League made adjustments with other printing 
trades unions. On November 7, for example, the compositors, 
organized locally as Typographical Union No. 6, obtained a $2 
increase in weekly wages which was to be effective December 1, 
1917, and for six months thereafter. At the end of that period, 
if conditions were similar the increase was to continue, on con- 
ference, for another agreed period. 

The cost of living had continued to increase during 1918. In 
the early part of that year the unions requested wage increases 
in addition to those granted in the latter part of 1917. These 
requests were acted upon favorably. The adjustments made in 
1917 and early in 1918 advanced the scales specified in the con- 
tracts, most of which ran until September 30, 1919, approximately 
$6 a week. One exception was the scale of Franklin Union No. 
23, which was increased $7. 

Further pressure, threats of strikes, and walkouts during the 
summer of 1918 led the employers to propose the reference of 
existing issues to the National War Labor Board. The unions 
interpreted this suggestion as a violation of contract. They stated 
that controversies should be referred to arbitration according to 
the terms of existing arbitration contracts. After considerable 
discussion, however, the unions joined the employers in referring 
their controversies to the National War Labor Board. 

The National War Labor Board’s award increased wages as 
follows: 


Increase 
Franklin Union No. 23 (Press feeders) .............. $6.00 
ecesomen s: Union wNO,. Stitt ee 3.60 
Typographical Union No. 6 (Compositors) .......... 3.60 
sbeet: Straighteriers ron: ncan cit een cone eee ee 2.00 
Papers Handlers: satsaxaen cate wet cee ee 2.00 
Jobs Pressinen Stic scitacut ee a ee ae ee 2.00 


This award was unsatisfactory to the pressmen and composi- 
tors, and the pressmen threatened to strike unless given an in- 
crease equal to that awarded the press feeders of Franklin Union 
No. 23. This adjustment—namely, a uniform advance of $6 
per week to all organizations involved—was made by the National 
War Labor Board at the joint request of the employers and the 
unions. 
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The National War Labor Board’s awards were to continue for 
the duration of the war, except that either party could reopen 
the case on May 1, 1919, for such adjustments as changed condi- 
tions then might render necessary. 

On April 2 and April 4, 1919, representatives of the unions, 
in an allied group, met the negotiating committee of five men 
which represented the Printers’ League. The chief issues discussed 
were increases in wages, the adoption of a 44-hour working week, 
and the adoption of a price-fixing plan similar to one which had 
been worked out by the Photo-Engravers’ Union. After much 
discussion, the joint conference reported: 


1. That there had not been a sufficient change in conditions to war- 
rant a further increase in wages and that all further wage adjustments 
should be postponed until October 1, 1919, when wage contracts with 
many of the unions would expire. 

2. The unions insisted that the 44-hour week should go into effect 
October 1, 1919, and the league’s position was that it had no objection 
to October 1, 1919, or any other date, provided the 44-hour week went 
into effect nationally. Assurances were given to the unions by the 
employers that action would be taken to secure the national adoption 
of the 44-hour week in the industry. 

3. The Photo-Engravers’ plan was one under which the union fixed 
the selling price of the product and agreed with the employer that that 
selling price would be maintained or else the union would not work in 
the plant. The employers stated that they could not enter into such a 
plan because it would be contrary to the Sherman Anti-Trust law, but 
if the union could work out a proposition in compliance with the law, 
the employers would be glad to give it consideration. It was pointed 
out that aside from legal restrictions, there were certain difficulties in- 
volved in applying the Photo-Engravers’ plan to the printing industry 
as contrasted to photo-engraving. The photo-engraving was sold on 
the basis of a unit of a square inch and was considered a service rather 
than a commodity, whereas the unit of production in printing was a 
variable and the product a commodity coming within the purview of the 
anti-trust laws. 


About this time there was organized the so-called International 
Joint Conference Council in the printing industry, which was a 
national legislative body for most of the branches of the industry. 
The council was made up of the presidents of five international 
unions in the industry; those of the compositors, the pressmen, 
the bookbinders, the photo-engravers, and the stereotypers and 
electrotypers. The employers were represented by the chairman 
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of the closed-shop section of the United Typothetae of America’; 
the president of the Printers’ League of America, an organization 
of union shop printing establishments; a representative of the 
Association of Employing Electrotypers; and a representative of 
the bookbinding firms affiliated with the closed-shop section of 
the United Typothetae of America. 

The International Joint Conference Council, about April 21, 
1919, passed upon the time of introducing the 44-hour week into 
the industry. After controversy and discussion, the council finally 
put out a proposal that the 44-hour week be adopted nationally 
in the industry on May 1, 1921. Each representative at the con- 
ference was to report the proposal to his organization and urge 
its ratification. 

The five international unions in the industry reserved to them- 
selves complete autonomy within their respective crafts; each 
issued charters to subordinate local unions in various printing 
centers. The five international unions were organized into an 
alliance known as the International Allied Printing Trades Asso- 
ciation. The subordinate local unions of the respective crafts 
located in a printing center usually were organized into an allied 
printing trades council, and these councils were responsible to 
the International Allied Printing Trades Association. 

The international unions allied in the association had mutually 
agreed that in the event of a secession by locals of any one of 
them, they all would support the international union having 
internal difficulties in its suppression of the secession movement. 

On May 28, 1919, a referendum vote was taken within the 
International Typographical Union on the question “Shall the 
44-hour week become effective May 1, 1921?” ‘The proposition 
was carried throughout the country by a majority of over 12,000. 
Typographical Union No. 6 of New York City, however, cast 
5,600 votes against and 600 votes in favor of the proposal. The 
International Pressmen’s Union ratified the proposal by more 
than a two-thirds majority. The convention of closed-shop em- 
ployers also ratified the agreement regarding the introduction of 





1The United Typothetae did not deal with labor problems. Its members dealt 
with those problems through two subordinate branches, known respectively as the 
open-shop section and the closed-shop section. These names indicate: the different 
labor policies endorsed by members of the Typothetae. The Printers’ League of 
New York City was the local branch of the closed-shop section of the United 
Typothetae. 
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the 44-hour week on May 1, 1921, as proposed by the Interna- 
tional Joint Conference Council. 

On August 1, 1919, a meeting was held between representatives 
of the Printers’ League of New York City and of the several 
local unions in the printing industry there. Minutes of that 
meeting indicate that the spokesman of the employers had been 
at an employing printers’ convention in Chicago and had urged 
other employers at that time to introduce the 44-hour week upon 
a date earlier than May 1, 1921. This effort had not been suc- 
cessful. The union representatives at the meeting of August 1 
expressed their displeasure with the failure of the effort. The 
spokesman of Typographical Union No. 6 was reported to have 
said that the 44-hour week issue would not be arbitrated and 
pointed to the fact that the union had served notice on June 18, 
1919, that it wished to terminate the existing arbitration agree- 
ment with the Printers’ League of New York City. At this meet- 
ing, in sum, the unions either did not have their wage proposals 
prepared or they refused to discuss wages unless the Printers’ 
League granted the 44-hour work week beginning October 1, 1919. 

The names of the unions which were acting together in refer- 
ence to the 44-hour work week, and their minimum weekly wage 
rates at the time, were: Typographical Union No. 6, $36; Press- 
men’s Union No. 51, from $31 to $46; Franklin Union No. 23, 
$30; Job Press Feeders’ Union No. 1, $22; Mailers’ Union No. 6 
(subordinate to International Typographical Union), $28; Book- 
binders’ Unions Nos. 1, 6, 11, and 22, average $36; Bookbinders’ 
Union No. 43 (female), $18.50 to $22; Paper Cutters’ Union 
No. 119 (subordinate to Bookbinders’ Union), $36; Paper Rulers’ 
Union No. 9 (subordinate to Bookbinders’ Union), $36. The 
officials of each of these unions had stated to one another that 
their arbitration agreements terminated not later than September 
30, 1919. 

Electrotypers’ Union No. 100 and Stereotypers’ Union No. 1, 
which for some time had had the 44-hour week, and Photo- 
Engravers’ Union No. 1, which by contract was to get that work 
week on January 1, 1920, did not join in the general movement. 
These three unions did not deal with the Printers’ League, but 
with separate employers’ associations known as the Employing 
Electrotypers’ and Stereotypers’ Association and the Board of 
Trade Photo-Engravers. 
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Arbitration agreements had been signed between almost all the 
unions engaged in the movement and the Printers’ League, but 
notices had been served by the parties that termination of these 
agreements was to occur September 30, 1919. On June 18, Typo- 
graphical Union No. 6 had served a two months’ notice as required 
by its arbitration agreement. On June 30, Pressmen’s Union 
No. 51 had given a go days’ notice as required by its arbitration 
agreement. On June 1, 1919, Bookbinders’ Union No. 1 had 
served go days’ notice as required by its agreement. The Printers’ 
League, on the other hand, had served 90 days’ notice upon 
Franklin Union No. 23 on June 30, stating its desire to terminate 
the arbitration agreement between them. 

On September 17, 1919, the Printers’ League received official 
notice that Pressmen’s Union No. 51 and Franklin Union No 23 
were expelled from the International Pressmen’s Union for non- 
payment of their per capita taxes or dues to the parent body. 
These actions by the parent body were a result of a culmination 
of differences between the New York City and other local unions 
on the one hand and the officials of the international organizations 
on the other. 

These locals charged that there had been misappropriation of 
funds by the officers of the International Union. The locals also 
were dissatisfied with the International Union’s law governing 
the referendum. The local unions involved included those in 
New York City, Philadelphia, St. Louis, Milwaukee, and Chicago. 
They refused to pay dues to the International Union and instead 
deposited them with a trustee pending the adjustment of the 
controversy. Representatives of these locals met in Chicago and 
decided upon a course of action, including the investigation of 
conditions in the International Union and the financing of a law- 
suit against its officers. The locals claimed that they had made 
every effort to secure satisfaction while within the organization 
and that this action was necessary under the circumstances. The 
officers of the International Pressmen’s Union and those of the 
other printing crafts unions viewed this action as secession and 
decided that the issue could not be compromised with, especially 
in view of pressure then being exerted by the radical factions in 
the local unions for greater freedom from the governing influence 
of the international unions. 

Notwithstanding their expulsion, the local pressmen’s unions in 
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New York City continued to act with the other unions during 
August and the first half of September, 19109. 

After the three pressmen’s unions had been suspended by the 
International Pressmen’s Union, the latter began to form new 
local organizations, having the same numbers, 51, 23, and 1, as 
the “outlawed” locals. A minority of the membership of these 
local unions had remained loyal to the International, and these 
unionists formed a nucleus for the new organizations. 

Meanwhile, the International Pressmen’s Union took up the 
situation with the other international unions in the industry and 
obtained their promises of support in its effort to defeat the 
“outlawed” unions in New York City. 

The next joint meeting between the Printers’ League and the 
unions, held on August 26, 1919, was spent in discussing the 44- 
hour week. The president of Typographical Union No. 6, as 
spokesman for the local unions represented in the meeting, stated 
that the labor organizations stood firm for the 44-hour week 
effective October 1, 1919, that they would not arbitrate the 
question of working hours, and that further negotiations on wages 
or other matters were contingent on the employers’ granting the 
44-hour week effective October 1, 1919. In addition to this de- 
mand, however, the unions asked for a $14 increase in weekly 
wages and additional overtime compensation. 

On September 4, 1919, the joint conference reconvened and the 
employers replied to the unions’ contentions by making the fol- 
lowing proposals: 

1. The 44-hour week, as has been pointed out, is under consideration 
by the representatives of the international unions and of the Interna- 
tional Employers’ Associations of the Allied Printing Trades and defi- 
nite answer on this question will be given to the unions represented in 
this conference on September 19, 1919. 

Unless No. 2 is accepted, the question of wage scale also to be taken 
up on September 19, 1919, since it is clear that the consideration of the 
number of hours of the working week is inseparable from the considera- 
tion of the scale of wages. 

2. A $5 increase in all scales on the basis of a 48-hour week with 
provision in contract for readjustment each six months on cost-of-living 
basis in accordance with the following clause: 

Unless it can be shown by the cost-of-living figures of the United 
States Department of Labor Bureau of Statistics that during the six 
months’ period from the date this contract is effective and at intervals 
of six months thereafter, the cost of living has increased 5% or more, 
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then and then only shall the officers of the union herein represented 
have the right to ask for a further readjustment of the wage scales 
herein set forth, provided that the percentage of increase shall apply 
only to the 1914 scales, the same basis as has been used to work out 
present scales, as embodied in this agreement, and further provided 
that should the cost of living for one of the six months’ periods decrease 
by an amount equal to or exceeding the increases, then any increases 
above the amount now granted in this agreement may be decreased in 
the same proportion, provided that no figures shall reduce the scales 
below those set forth in this agreement. 


3. An arbitration agreement or agreements which expire at a different 
date from the scale contracts, to be made a condition precedent to the 
signing of any new contracts. Present shop rules and overtime require- 
ments to be continued until such time as they can be taken up through 
a joint study and the advisability of changes considered on the basis 
of the facts involved, and in cases of dispute, controversies settled by 
conciliation and arbitration. 

4. Each agreement and contract to be underwritten by its respective 
International Union which shall also be a party thereto. 


After these proposals had been read, the president of Typo- 
graphical Union No. 6, speaking for his organization, the press- 
men, and the press feeders, rejected the proposals and stated that 
the unions stood on their declarations of August 26. 

After this meeting it seemed clear to the employers that the 
local Typographical Union and the pressmen’s local unions were 
determined to gain concessions in New York City regardless of 
the results of the referenda on the 44-hour week taken through- 
out their respective unions. Such local concessions would impose 
serious competitive disadvantages upon the New York City 
printers. The employers thought these demands unjustified and 
decided to resist them. 

The controversy in the Pressmen’s Union came to a head on 
September 5, when the local officers of the old Franklin Union 
No. 23 ordered a strike in the Publishers’ Printing Company on 
grounds of the employment by that company of two pressmen who 
held cards in the new locals being organized by the International 
Printing Pressmen’s Union. The Printers’ League declared this 
summary action to be contrary to an existing contract providing 
against strikes and establishing orderly methods for the adjust- 
ment of shop disputes. The Printers’ League decided to call upon 
the International Printing Pressmen’s Union, which had under- 
written the contract, and to ask the International to carry out the 
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terms of the contract. The Printers’ League was unwilling that 
the Publishers’ Printing Company settle this issue upon some 
compromise basis, as the issue was of general significance. In 
response to the call of the Printers’ League, the International 
Printing Pressmen’s Union attempted to fill the places of the men 
on strike in the Publishers’ Printing Company. 

Early in September, 1919, the Printers’ League was notified 
officially by the International Printing Pressmen’s Union that 
Franklin Union No. 23, Pressmen’s Union No. 51, and Job Press 
Feeders’ Union No. 1, because of nonpayment of dues to their 
international union for six months, had forfeited their charters 
and that new local organizations were being established. 

The International Printing Pressmen’s Union also notified the 
Printers’ League that it had enlisted the support of the other in- 
ternational unions in the printing industry and that the member- 
ship of those bodies would not work with members of the outlawed 
pressmen’s unions in New York City. As a result of this action, 
the members of the employers’ association were ina dilemma. To 
employ secessionist pressmen or press feeders would have caused 
them to lose the services of the photo-engravers, the electrotypers 
and stereotypers, and the bookbinders. On the other hand, to 
discharge the outlawed pressmen would have left them with prac- 
tically no pressroom force. They, therefore, had to decide upon a 
definite course of action in supporting one or the other of the fac- 
tions in the pressmen’s union. 

Because of the direct-action methods of the local Pressmen’s 
Union and the position taken by their international organization, 
the Printers’ League took a determined stand at a joint meeting 
with local printing trade union officials on September 19, 1919. 
The stand was that Printers’ League employers would make no 
contracts with any local union not in good standing with an inter- 
national union affiliated with the American Federation of Labor, 
and that they would make no contracts or agreements with local 
unions unless the agreements were underwritten by the respective 
international unions, which also would be parties thereto. 

In consequence of this announcement, representatives of Press- 
men’s Union No. 51 and Franklin Union No. 23 withdrew from 
the meeting and left their interests in the hands of the repre- 
sentative of Typographical Union No. 6. The chairman of the 
league committee then stated that further negotiations would 


470 HARVARD BUSINESS REPORTS 


depend upon whether Typographical Union No. 6 would enter 
into an arbitration agreement, and submitted on behalf of the 
league the following propositions: 

1. The arbitration agreement or agreements which expire at a dif- 
ferent date from the scale contracts, to be made a condition precedent 
to the signing of any new contracts. Present shop rules and overtime 
requirements to be continued until such time as they can be taken up 
through a joint study and the advisability of changes considered on 
the basis of the facts involved, and in cases of dispute, the controversy 
settled by conciliation and arbitration. 


2. Each agreement or contract with a local union to be approved by 
the respective International Union, as in the past. 

3. The introduction of the 44-hour week, to take place on May 1, 
TO2T, 

4. A $6 increase in all scales, on basis of 48-hour week with provision 
in contract for readjustment each six months on cost-of-living basis, in 
accordance with the clause proposed September 4. 


These proposals were rejected by the president of Typograph- 
ical Union No. 6, who also refused to arbitrate the issues in con- 
troversy. 

About this time, Bookbinders’ Unions Nos. 1, 6, and 43, Paper 
Cutters’ Union No. 119, Paper Rulers’ Union No. 9, and Mailers’ 
Union No. 6 stated that they had been mistaken in their previous 
statement to the effect that they had no contracts outstanding 
beyond September 30 and that, in fact, they did have arbitration 
agreements which extended beyond that date. They, therefore, 
accepted the increase of $6 a week which had been offered by 
the employers and stated that they were agreed to the postpone- 
ment of the 44-hour week until May 1, 1921. 

On September 30, all the members of the Printers’ League 
posted notices in their respective plants stating that on and after 
October 1, 1919, none but members of local unions in good stand- 
ing with their respective internationals affiliated with the Ameri- 
can Federation of Labor would be employed. The Printers’ 
League instructed its members to close their pressrooms and to 
refer all pressmen who desired to work to the offices of the new lo- 
cals being organized by the International Pressmen’s Union, where 
the men could obtain membership cards in those unions. Em- 
ployers were instructed not to put any pressman to work until 
they verified by telephone the union standing of the workman. 
The Printers’ League notified its members that existing wage 
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standards and working rules would continue in force until “pend- 
ing negotiations” were completed. 

The officials of Typographical Union No. 6, having declared 
against arbitrating the issues in controversy, were expected by the 
more radical members in the organization to strike to obtain their 
demands. Those officers knew that the International Typo- 
graphical Union would not grant strike sanction to Local No. 6. 
The position of the international would be that the local should 
arbitrate the issues in controversy. 

When the notices concerning nonemployment of unionists not 
in good standing with their internationals were posted, the press- 
men and feeders quit work. The sympathies of both the officers 
and the rank and file of Typographical Union No. 6 were with the 
outlawed pressmen’s unions. The men in these organizations had 
been working together for years. In addition, they had a com- 
mon purpose to secure the 44-hour week on October 1, 1919. 

On the morning of October 1, 139 compositors working for the 
Technical Press were laid off without notice on the ground that 
there was no work for them. On the same morning, 3 men were 
laid off in the Carey Press for the same reason, but the members 
of the Typographical Union working in the same shop declared 
that these men were laid off because they had been prominent in 
advocating the shorter work week on October 1, 1919. Whatever 
the truth in that charge, the body of about 150 compositors of 
the Carey Press immediately left work, divided themselves into 
small committees, and began to notify fellow unionists working 
in other shops of the action of the Carey Press. They asked their 
fellow unionists to quit work, not as strikers but as vacationists. 
By the night of October 1, 1,000 compositors were estimated to 
have gone on vacations and before the week had ended the num- 
ber was estimated to be 3,800. On October 6, there were out of 
work 2,500 members of Pressmen’s Union No. 51, 2,500 mem- 
bers of Franklin Union No. 23, about 500 members of Job Press 
Feeders’ Union No. 1, and 3,800 members of Typographical Union 
No. 6. The officers of Typographical Union No. 6 stated that 
they would do nothing which would imperil their standing within 
the International Typographical Union, and no strike order was 
officially promulgated. 

At a meeting of Typographical Union No. 6 on October 5, the 
executive committee of the local recommended the passage of a 
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resolution ordering the vacationists back to work. The president 
of the local told the membership that they had to pass the reso- 
lution so that no charge of violating international union laws re- 
lating to strikes could be brought against the local organization. 
The resolution was hooted, but was passed by a large majority. 
It was plain that neither officers nor members intended to adhere 
to the resolution. That section of the New York City printing 
industry which was unionized was deadlocked after October 1, 
and its operations came to a standstill. 

The immediate causes of that deadlock were: the mandates of 
the international unions that their members were not to work 
with secessionists; the closing of the shops by the employers to 
members of the outlawed pressmen’s locals; the vacations taken 
by the compositors. This deadlock prevented any member of the 
Printers’ League from compromising the issues and from making 
an independent settlement with those locals or with Typograph- 
ical Union No. 6. 

The Allied Printing Trades Council of New York City, in a 
letter to the American Federation of Labor, condemned the action 
of these local bodies. The New York City Federation of Labor, 
however, did not unseat the delegates of these locals, as it was 
instructed to do by the national federation. 

The publishers tried to get work done in New York City, but 
upon their failure it was agreed between them and the Printers’ 
League that the work temporarily should be done in other places 
and be brought back to New York City after the conclusion of 
the controversy. Over 50 magazines ordinarily printed in New 
York City were printed temporarily in approximately 25 other 
cities. Some of the publishers used lithography and typewriting, 
others used the mimeograph. 

Toward the end of October the support of the pressmen and 
the vacationists became a serious problem. The craftsmen out 
of work stood firm in the belief that the employers, who also were 
sustaining heavy losses, might give in first. The vacationists 
were more determined than the pressmen. Pressmen were making 
application in the new pressroom unions in continually increas- 
ing numbers throughout October and the early part of November. 

On October 29 the employers’ conference committee sent a 
letter to the president of Typographical Union No. 6 renewing the 
offer of an immediate advance of $6 a week and asking that all 
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other matters be submitted to arbitration. The employers re- 
quested an answer not later than November 3 and refused any 
further conferences. The purpose of this communication was to 
compel Typographical Union No. 6 either to accept the arbitra- 
tion offered or to refuse it definitely. Acceptance would have 
ended the difficulty; refusal would have given the executive coun- 
cil of the International Typographical Union the legal right to 
intervene. In this connection, a resolution, passed by the con- 
vention of the International Typographical Union in 191 7, was 
important. It was as follows: ‘We recommend that the execu- 
tive council be instructed to suspend the charter of any union 
which violates its contract or which refuses fair arbitration in 
any dispute which may arise under that contract or in the nego- 
tiation of any agreement.” 

On November 2 the members of the executive council of the 
International Typographical Union attended a meeting of the 
membership of Typographical Union No. 6 and urged the men 
to return to work and agree to arbitrating the issue of the date 
upon which the 44-hour week was to go into effect. This effort 
was unsuccessful. On November 9, Typographical Union No. 6, 
by a vote of 2,500 to 17, refused arbitration. 

On November 17 the executive council of the International 
Typographical Union determined that’a settlement had to be 
reached for the good of the International and of Local No. 6. On 
November 22, three of the general officers had a conference with 
the officers of Local No. 6. At the conclusion of that conference 
a mandate was issued to Local No. 6 by the International’s execu- 
tive council. That mandate stated that the existing situation 
might lead to the employers’ withdrawal of union recognition; 
that the position of Local No. 6, in refusing to arbitrate the issues 
in controversy, was contrary to the declared policy of the Inter- 
national Union; that the officers of Local No. 6 were to order the 
vacationists back to work on Monday, November 24, 1919; and 
that the local officers were to accept arbitration of the dispute. 
The mandate stated further that in case Local No. 6 failed to 
comply with these instructions the International would suspend 
its charter. Article X, Section 2 of the International Typograph- 
ical Union’s constitution read as follows: “Any subordinate 
union which shall fail to make reports required by law or the 
executive council, or which shall neglect or refuse to obey any 
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law or legal mandate of the International Typographical Union, 
or executive council, may be fined or have its charter suspended 
by the executive council.” 

At a meeting of Typographical Union No. 6 on the day fol- 
lowing the issuance of the mandate, the membership voted, in 
ratio of approximately three to one, to accept the instructions of 
the International Union’s executive council. The compositors re- 
turned to work the following Monday on the terms proposed by 
the Printers’ League September 19, 1919, namely, a $6 increase 
in weekly wages, the 48-hour week, and arbitration of issues in 
controversy. 

Immediately following the termination of the vacation strike, 
the local pressmen’s unions reaffiliated with their international 
organization, and the industry again was fully in operation. Ne- 
gotiations were reestablished and frequent conferences were held 
between the representatives of the local unions and of the Print- 
ers’ League to complete new wage contracts. 

The terms finally agreed upon by the Printers’ League and 
unions other than Pressmen’s Union No. 51 included: 

1. $6 increase in weekly wages from October 1, 1919, to January 

I, 1920, and an additional $3 increase thereafter. 


2. 48-hour week effective until May 1, 1921. Upon that date, 
44-hour week to be introduced without reduction of wages on 
account of reduction of hours. 


3. One and one-half times regular wages to be paid for overtime 
work less than five hours in length. For work on Sundays and 
holidays wages double and triple regular rates to be paid. 


Printing Pressmen’s Union No. 51 wished to arbitrate the issues 
and presented its case before an arbitrator on March 1 and March 
4. The arbitrator’s decision, rendered March 19, 1920, awarded 
Printing Pressmen’s Union No. 51 the same terms already secured 
by agreement by the other unions. The arbitrator recognized the 
force of the national agreement for the 44-hour week to become 
effective May 1, 1921, and the difficulties which would arise 
should one union secure the shorter work week previous to the 
time when all were to receive it. The award of an increase of a 
total amount of $9 on the wage scale was supported by the arbi- 
trator on two grounds: first, that it covered the percentage in- 
crease in the cost of living, and second, that this amount had been 
agreed upon and accepted by all the other unions. The effective 
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date of the increase was also a point in the case and here too the 
arbitrator followed the precedent set by the settlements with the 
other unions. He made the effective date January 1, 1920. The 
pressmen had received the $6 increase given to all the men when 
they went back to work in November or December, thus leaving 
the date of January 1, 1920, to apply to the $3 additional increase 
as it did in the case of all the others. 


CoMMENTARY: Behind the dramatic shutdown of practically the 
entire commercial branch of the printing industry of New York City 
in October and November of 1919 was a complex industrial relations 
background of particular interest and significance both to industrial 
leaders and to students of this subject. 

It was not a strike or a lockout in the generally understood meaning 
of these terms. It was a combined effort of the employers and the 
heads of the various international printing trades unions to stop an 
accumulative direct-action movement that had its origin in events which 
occurred in 1917. Direct action was expressed on the part of the local 
unions in uncontrolled guerrilla strikes against the employers and in 
secession of some of the local unions from their international organi- 
zations. 

The skyrocketing of the price curve in 1917 affected vitally the 
mutuality of interests in contracts of every kind, particularly those 
on a long-term basis which were entered into prior to the war. 

The New York employers and unions were in 1917 working under 
prewar three-year contracts effective from October 1, 1916, to October 
1, 1919. The unions for six months from April to October, 1917, 
endeavored through the constitutional processes of conferences, concilia- 
tion, and arbitration, to secure a readjustment of the contracts to meet 
the unforeseen conditions which had arisen, but without success. The 
continued increases in the cost of living, with no adjustment of the 
contracts in sight through conciliation or arbitration, left the union lead- 
ers no alternative but to try some other method. The lowest-paid 
semiskilled group in the industry, feeling the pinch most, broke bounds 
in a skirmish action strike in October, 1917, apparently with the object 
in view of securing on a short labor market a test of strength with the 
employers. In three days’ time by direct action the unions secured a 
wage increase of $4 a week. Direct action, as a method, had worked. 
Constitutional methods, from the union point of view, had failed. The 
inevitable result was that the unions abandoned their policy of con- 
ciliation and arbitration, and for two years, up to October, 1919, used 
with success the strike, or strike threats, to force concessions. Disorder 
in the industry, bordering on terrorism, resulted. The international 
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union heads not only found themselves faced with open revolt against 
their disciplinary control, but, in some cases, with the secession of their 
locals. Restoration of order in the industry through the reestablish- 
ment of constitutional processes became an imperative necessity, both 
from the standpoint of the employers and of the international unions. 
This issue transcended all others. From the general trend of the situa- 
tion it had become clear that! neither the employers alone nor the inter- 
national printing trades unions alone could restore order. The 
international unions and the New York City employers decided, there- 
fore, to act jointly. 

The existing contracts expired on September 30, 1919, and on that 
date, through joint agreement with the international unions, the New 
York City employers posted a notice in their plants that on and after 
October 1 no one would be employed who was not a member of a local 
union in good standing with an international union affiliated with the 
American Federation of Labor. This action, approved by the five inter- 
national unions, in reality meant a lockout of the secessionist pressroom 
unions. To avoid an open break with their international union, but 
desiring to support the local union which had led the direct action 
movement from which they had all benefited, the Typographical Union 
No. 6 indirectly went on strike by “individually-collectively taking a 
vacation.” The local bindery unions, having arbitration agreements in 
effect extending beyond the wage agreements, joined in the support of 
the combined action of the international unions and the employers. 

After an eight weeks’ shutdown, resulting in loss of millions of dol- 
lars to the industry, constitutional methods and control were reestab- 
lished and order restored. Contracts including flexible readjustment 
provisions to meet the unusual postwar conditions were entered into 
between the various unions and the employers. 

In the clear vision of hindsight the most significant lessons to be 
learned from this industrial conflict involving the entire commercial 
printing industry in the largest city in the country, seem to me to be: 


1. That the failure in 1917 to recognize the need for flexible ad- 
justments of the provisions of the long-time contracts, in order 
that the provisions should continue to be mutually advantageous 
when conditions not foreseen by either party to the contract 
arose, was not only a fundamentally unwise policy but an eco- 
nomic invitation to direct action. 

2. That insistence upon a strictly legal interpretation of the con- 
tract did not meet the real issues of the situation. 

3. That the failure to preserve the integrity of constitutional proc- 
esses—the failure to arbitrate—left no alternative, under the 
abnormal price conditions, but direct action. 


4. That it is inevitable that direct action will be used if orderly 
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and constitutional channels—conference, conciliation, and arbi- 
tration—are not kept open. 

5. That direct action knows no discretion or limit after it is once 
started. It can only be stopped by a strong opposing force, 
which in this case entailed conflict and losses. 


Had the policy of flexible adjustments been recognized in 1917, the 
costly conflict of 1919 would not have occurred. To invite direct 
action by legalistic interpretation of the existing contract on a short 
labor market was like setting a small prairie fire in a high wind and 
then trying to put out the conflagration. The events leading up to the 
break indicate that both parties were involved in momentary issues to 
such an extent that neither had sufficient perspective to visualize the real 
issues at stake. 

This comment is made after the events had occurred. The conclusion 
is clear, however, that had a more flexible policy been followed, consti- 
tutional processes would have been preserved and the conflict, which 
cost many millions of dollars, bitter feeling, and suffering, would have 
been avoided. 


September, 1926 Faas: 


RocHESTER MEN’s CLOTHING INDUSTRY—ARBITRATOR 


Wacres—Standardization in District of Localized Industry. In 1918, arbi- 
trators appointed to settle disputes between the men’s clothing manu- 
facturers of Rochester, New York, and a newly organized local division 
of a labor union, announced a general wage increase as part of a decision 
to standardize wages throughout the men’s clothing plants in the 
district. 


Union Retations—Agreement Entered into by Employers’ Association to 
Cooperate with Labor Union. In Rochester, New York, an association 
of local clothing manufacturers decided in 1919 and again in 1920 to 
subscribe to an agreement with the Amalgamated Clothing Workers of 
America, the agreement including, among others, provisions for collec- 
tive dealing with the union, arbitration of disputes, administration of 
the agreement by an adjustment board, prohibition of strikes, lockouts, 
and stoppages, and settlement of wages and terms of employment. 


ARBITRATION OF LABor DispuTEs—Provided for in Agreement between Em- 
ployers and Union in Localized Industrial Center. In connection with 
an agreement entered into jointly by the manufacturers of men’s cloth- 
ing in Rochester, New York, and by the Amalgamated Clothing Work- 
ers of America, it was provided that, in order to prevent strikes, lock- 
outs, and stoppages, labor disputes should be settled by a labor adjust- 
ment board comprised of employer and union representatives as well as 
an impartial chairman, the expenses to be borne equally by both parties 
to the agreement. 


Union ReELations—Arbitration Ruling on Company’s Retention of Em- 
ployee Expelled from Union. During a period of business depression, in 
1921, the arbitrator of labor disputes in the men’s clothing industry at 
Rochester, New York, decided that an employee who had been ex- 
pelled from a union because of nonpayment of dues should not be re- 
tained by an employer who was a party to an agreement whereby both 
employers and union were to cooperate in establishing satisfactory 
conditions of work and whereby both parties were bound to refrain 
from strikes, lockouts, and stoppages. 


(1921) 


In the spring of 1921 the local representatives of the Amalga- 
mated Clothing Workers’ Union asked the arbitrator in the 
Rochester men’s clothing industry to require an employer to dis- 
charge an employee whom the union had dropped from its rolls 
for nonpayment of dues. The act of expulsion had not caused 
the delinquent workman to pay his dues to the union. 

On April 1, 1919, this employer, together with practically all 
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the leading men’s clothing manufacturers of Rochester, New 
York, had entered into an agreement with the Amalgamated 
Clothing Workers’ Union. The agreement established terms of 
employment in the Rochester clothing factories operated by the 
employers. In 1920 that agreement, with some minor changes, 
was renewed for two years. The agreement established arbitral 
machinery for the settlement of disputes. It did not require or 
establish either the preferential or the closed union shop. 

In the main, the men’s clothing industry in Rochester was car- 
ried on in large plants. The industry there had become known 
for the quality of its merchandise. Some of the Rochester cloth- 
ing companies sold their products under their own brands and 
through exclusive agents. In 1890 a number of the clothing com- 
panies had organized an association, known as the Rochester 
Clothiers’ Exchange, as a means for establishing the prestige of 
Rochester as a men’s clothing manufacturing center, and also as a 
means for acting upon labor questions. 

With the exception of the cloth cutters, the men’s clothing 
workers in Rochester did not form a successful union until 1918. 
When the industry originally was started in Rochester, the work 
force consisted largely of Germans, but subsequently Italian and 
Jewish immigrants outnumbered the German workers. 

Prior to 1914 the one labor organization in the men’s ready- 
made clothing industry was a national union known as the United 
Garment Workers of America. In 1913 the United Garment 
Workers alleged that Rochester clothing manufacturers were do- 
ing work for New York companies. The latter were then fighting 
a Strike called by the United Garment Workers. Union organizers 
arrived in Rochester to enlist the support of workers there and to 
persuade them to cease working upon garments being made for 
manufacturers in New York City. After a brief and intensive 
organizing campaign a test strike was called at one plant, and the 
organizers found the workers’ sentiment to be in favor of aggres- 
sive action. Presently, they called a strike in all shops in 
Rochester and demanded various concessions, among them 
recognition of the union. This strike lasted two months. Acts of 
violence occurred during the strike. Its settlement was negotiated 
by the union organizers and the employers, but the terms of the 
settlement did not recognize the union organization and it dis- 
integrated shortly thereafter. 
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In 1914 the Amalgamated Clothing Workers’ Union was 
formed by a group which seceded from the United Garment 
Workers of America. The Amalgamated Clothing Workers’ 
Union since that time has been made up largely of Jews, Italians, 
and members of other South and East European immigrant races. 
The Amalgamated Clothing Workers’ Union made rapid prog- 
ress. Some of its members, from experiences in their native coun- 
tries and knowledge of philosophies in vogue there, endorsed 
theories of solidarity and direct action which were in sharp con- 
trast to doctrines of individualism and deliberative progress. Its 
leaders, on the other hand, and many other members were far- 
sighted and constructive. Although they endorsed militant union- 
ism, they endeavored to adhere to the agreements which they 
signed. 

In 1918 the Amalgamated Clothing Workers’ Union deter- 
mined to organize the Rochester clothing workers and sent a spe- 
cial organizer to that city. Two months after the organizer had 
begun his work in Rochester, two strikes for increases in wages 
occurred in separate Rochester plants. The strikes threatened to 
involve the entire Rochester market, which then was working to 
full capacity on army uniforms. The national president of the 
Amalgamated Clothing Workers’ Union came to Rochester two 
days after the walkouts occurred. In negotiations with the em- 
ploying companies, he agreed that the strikes should cease and 
that the matters in dispute should be arbitrated by disinterested 
parties to be appointed by the United States Army quarter- 
masters’ department, with which the companies had contracts for 
the production of the army uniforms. 

The arbitrators appointed for this purpose rendered a decision 
of serious moment. Their decision covered all firms in the 
Rochester clothing industry that were engaged in contracts with 
the War Department, and not merely the two firms involved in 
the strikes. In this decision, made in order to standardize wage 
rates in the Rochester market, the arbitrators awarded a general 
wage increase of approximately 15%; they announced that over- 
time work should be paid for at one and one-half times regular 
rates; and they established a minimum wage of $12 a week. Of 
no less consequence than the general applicability of the award 
was the statement that “the arbitrators will continue to make 
further adjustments in wages in the direction of standardization.” 
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To carry out this intention the arbitrators chose a man to repre- 
sent them as a resident arbiter. He was to continue the work of 
standardizing wages in the Rochester clothing market. 

After approximately eight months of experience with the ar- 
bitral arrangement, the president of the Rochester Clothiers’ 
Exchange stated in his annual report that the arrangement ‘‘em- 
phasized the necessity of more adequate machinery for the ad- 
ministration of any agreement between the manufacturers and 
their employees, and the fact that it was impossible to negotiate 
effectively with the employees as an unorganized body.” He went 
on to say, “If only as a matter of convenience, it is easier to deal 
with 1 man than with 10,000, and when the added weight of the 
discipline which a well-organized union wields among its members 
is thrown into the balance, the recognition of an employees’ or- 
ganization becomes imperative.” 

At the outset of 1919 the New York branch of the Amalga- 
mated Clothing Workers’ Union demanded a reduction in work- 
ing hours per week to 44, and the organization stated that it pur- 
posed to establish that standard in every center of men’s clothing 
manufacture. The Rochester manufacturers, anticipating the 
success of the union in this demand, announced that they would 
establish a 44-hour week on May 1. The workers regarded this 
announcement as a direct result of the strength of their organiza- 
tion, and they decided to use that strength to obtain the conces- 
sion at an earlier date. The mass meeting at which the action 
was decided upon evidenced great enthusiasm, determination of 
purpose, and a sense of organized power. The Rochester manu- 
facturers noted with some apprehension the spirit of unrest and 
new-found power among the unionists, and requested the presi- 
dent of the Amalgamated Clothing Workers’ Union to come to 
Rochester for a series of conferences. The result of those confer- 
ences was the labor agreement of 1919. That agreement was 
renewed a year later with slight changes. The text of the 1920 
agreement follows: 

I. This agreement made between the members of the Clothiers’ 
Exchange of Rochester, New York, as individuals acting through the 
said exchange as their representative, and the Amalgamated Clothing 
Workers of America shall become effective after ratification by the 


members of both parties, and the fact of such ratification shall be indi- 
cated by an exchange of notes between the president of the exchange 
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and the president of the Amalgamated. The agreement shall continue 
in force until May 31, 1922. 

II. The right of the workers in the industry to bargain collectively is 
agreed to and the Amalgamated Clothing Workers of America is 
recognized as the agency for collective dealing with the employees. 
The employees in every shop shall elect representatives to take up their 
cases with the management in the first instance. If the shop represen- 
tative cannot agree with the management, then the union representative 
shall be called in. The employers shall appoint duly authorized rep- 
resentatives of the management, who shall be responsible for carrying 
into effect the terms and conditions of the agreement in their shops. 

III. The power to hire shall remain with the employer, but in cases 
where discrimination on account of union membership is charged, the 
impartial chairman [Section VIII of agreement] shall have the right of 
review; and if facts are brought before the impartial chairman that 
appear to indicate that the labor policy of any house is calculated to 
undermine the union, he shall have the power to review that policy. 

IV. The power to discharge and suspend employees remains with 
the employer, but it is agreed that this power will be exercised with 
justice and due regard for the rights of the workers; and if any worker 
feels that he has been unjustly treated in the exercise of this power, 
he may appeal to the labor adjustment board hereinafter mentioned, 
which shall have the power of review in all such cases. 

V. The right of the employer to make changes in shop management 
and methods of manufacturing is recognized; such changes to be made 
without loss to the employees directly affected. 

VI. There shall be no strikes, lockouts, or stoppages in any shop 
covered by this agreement. 

VII. The principle of equal division of work is recognized, and dur- 
ing slack seasons work shall be divided as far as practicable among all 
the workers in the shop. 

VIII. The administration of this agreement is vested in a labor 
adjustment board consisting of representatives of the employers and 
of representatives of the workmen, together with an impartial chairman 
selected by both parties. The representatives of the employers and 
the representatives of the workmen upon this board shall have an equal 
vote, regardless of the number of representatives of either side, and in 
case of a tie vote, the impartial chairman shall cast the decisive vote. 
All disputes or differences over questions arising under this agreement 
which the parties hereto are unable to adjust between themselves shall 
be referred to the labor adjustment board for adjustment or arbitration. 
This board shall have full and final jurisdiction over all such questions 
and its decisions shall be conclusive, except as may be otherwise pro- 
vided by agreement of the parties hereto. Except where the board itself 
shall otherwise determine, the chairman of the board shall be author- 
ized to take original jurisdiction of all cases and controversies arising 
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under the agreement, and to adjust or decide them in accordance with 
rules of practice and procedure established by the board. Decisions 
of the chairman shall be binding on both parties. .... 

IX. The board shall have authority to make such rules, regulations, 
and supplementary arrangements not inconsistent with this agreement 
as may be necessary to carry into effect the principles of this agreement, 

or to apply these principles to new questions whenever they arise. It 
may also define, describe, and limit the penalties to be imposed for 
violation of any of the provisions of this agreement. 

X. The expenses of the labor adjustment board shall be borne 
equally by both parties to this agreement. 

XI. Upon the petition of either party the labor adjustment board 
shall have the power to determine whether important changes have 
taken place in the clothing industry, or in industrial conditions gen- 
erally, which warrant changes in general wage levels or in hours of 
work; and if it is decided that such changes are warranted, negotiations 
shall begin between the parties hereto. In the event of a disagreement, 
the question shall be submitted to arbitration. 

XII. Upon the petition of either party, any adjustment of wages 
of individuals or sections that may be necessary in order to remove 
serious and unjust inequalities in pay may be made at any time during 
the life of this agreement, provided that no request for such adjustment 
shall be heard by the impartial chairman until he has been authorized 
to consider it by the labor adjustment board. A decision by the im- 
partial chairman in such a matter shall take effect and operate during 
and after the first full week after the date of the decision unless the 
parties otherwise agree. 

XIII. A minimum wage for all beginners in the industry and a 
probationary period during which the employer shall be free to dis- 
charge such help without question shall be fixed by the labor adjustment 
board. 

XIV. The regular hours of work shall be 44 per week, to be worked 
8 hours on the 5 days preceding Saturday and 4 hours on Saturday. 

XV. For work done in excess of the regular number of hours per 
day, overtime shall be paid at the rate of time and one-half. 

XVI. The labor adjustment board is authorized to exercise sanitary 
control over shops covered by this agreement, and it shall have author- 
ity to make regulations designed to protect the health and safety of the 
workers in the shops. 

XVII. It is agreed that homework shall be abolished and the labor 
adjustment board shall investigate and work out procedure to this end. 


Early in 1921 the issue of this case arose. The union, through 
the impartial chairman of the Labor Adjustment Board, asked 
one firm to suspend a man from employment until he met his 
financial obligations to the labor organization. The union pre- 
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viously had suspended the man from its membership. The union 
also had requested the employer to suspend the worker from em- 
ployment, but the employer had refused to do so. The employer 
said that he had hired the worker without regard to union affilia- 
tions, and that the agreement did not provide for the closed shop 
nor did it require him to discharge an employee at the request of 
the union. 

This case was argued during a period of business depression. 
The incident occurred in the middle of the then current union 
agreement. An election of local union officials was taking place. 
Moreover, the union was trying to collect a special assessment for 
the benefit of its New York members on strike. The New York 
strike was the result of the initiative of the employers there who 
had demanded more favorable terms from the union in December, 
1920. The union said that the New York employers wished to 
destroy it, and the union determined to fight the employers’ de- 
mands with all the power at its command. 

The rules of the Amalgamated Clothing Workers’ Union re- 
garding withdrawal and reinstatement were substantially as 
follows: 

Members employed must pay dues monthly, and no member should 
be permitted to work on the first day of the month unless dues are paid 
for the previous month. Members three months in arrears shall stand 


suspended and members six months in arrears shall be dropped from 
the roll. 

Any member dropped from the roll can be reinstated only by paying 
the regular initiation fee, together with all the money due the organi- 
zation at the time his name was dropped from the roll. 

Any member desiring to leave the country or quit the trade shall be 
allowed to withdraw from membership by paying all debts to date of 
withdrawal, surrender of his membership book or card, and written 
notice of his withdrawal to the local union. The surrendered book or 
card shall be sent to the general secretary. 

No person who has been expelled, suspended, or stricken from the 
roll or rejected by any local union shall be eligible for membership until 
all matters are settled to the satisfaction of the local union having the 
grievance against the person. 


A year earlier, about the time the renewal of the 1919 agree- 
ment was under discussion by the union and the employer groups, 
a similar request had been made by the union. In that case, re- 
ferred to as Docket No. 149, the union had imposed no direct 
disciplinary measure, but had asked the impartial chairman to 
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require the employer to discharge the delinquent. This the im- 
partial chairman had refused to do. 

In the present case, dealing with the union’s request for em- 
ployer assistance in the collection of dues, the impartial chair- 
man ruled (May 26, 1921): 


It appears that the man in question joined the union shortly before 
he left the employ of one of the exchange houses' to engage in business 
for himself. After about a year and a half he returned to work in a 
contract shop? and the union then asked him to pay back dues which 
it claimed he owed. He refused to do this, and he says he quit the 
job of his own accord while the union representatives contend that he 
was discharged for refusing to pay dues. Later he worked at another 
house for about five days and was discharged when he again refused to 
pay his back dues. 

Section IX of the agreement provides that the labor adjustment 
board may define, describe, and limit the penalties imposed for viola- 
tion of any of the provisions of the agreement. It is understood be- 
tween the parties at the time the agreement was signed that this pro- 
vision should cover the attempts of individual members to evade the 
responsibilities which the acceptance of the agreement imposed on every 
individual covered by the agreement. The union is required by Sec- 
tion X of the agreement to pay half of the expenses incident to its 
administration and these payments must be made out of dues paid to 
the membership covered by the agreement. The dues are the taxes 
required to maintain the governmental agencies for the industry set 
up by the agreement and any individual in whose behalf the agree- 
ment was signed who avoids the payment of the tax is violating an 
obligation assumed by him when the membership of the union voted to 
accept the agreement. 

In case No. 149 it was held “That the union must have power to 
discipline its members. If it cannot do that, then it cannot force them 
to live up to agreements made by the union with the employers. How- 
ever, in meting out discipline to its members the union must do it 
according to the laws of its own organization. It can fine them, repri- 
mand them, suspend or expel them, and impose any other penalty 
authorized by the unions’ constitution and by-laws which they agreed 
to obey. But to make suspension by the employer a penalty imposed 
by the union, is going beyond the union’s power of discipline and ask- 
ing the employer to act in the union’s place.” 

In that case the union had not suspended or expelled the member, 
but instead asked the employer to discharge the man as a measure 
provided in its own constitution and by-laws for disciplining its mem- 
bers. In the present case, however, all efforts have been made by the 

1“Fxchange house”: Firm which was a member of the employers’ association 
and a party to this labor agreement. 

2“Contract shop”: A shop of a manufacturing subcontractor in the clothing 
industry. 
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union to mete out discipline according to the laws of the union, and 
the member had been suspended. 

The question now arises: If the union attempts to discipline a mem- 
ber for failing to meet obligations incident to the agreement and he 
refuses to accept the discipline, so that the union is compelled to sus- 
pend or expel him, can he continue to work in a shop covered by the 
agreement, or does the agreement require him to accept the discipline 
of his organization? 

If the union had not bound itself by the agreement to engage in no 
stoppages, its members would be free to refuse to work with any one 
who was suspended or expelled from the organization according to its 
legitimate rules. This would be the next step taken by the organization 
under its rules for disciplining members after one of them had been 
suspended or expelled. At this point, however, the agreement interferes 
and takes away the disciplinary power that the organization had in 
refusing to work with a member who has been expelled. The agreement 
prohibits the members from stopping work to enforce its discipline. 

Since the agreement ties the hands of the union in this respect it 
must afford the organization a legal method of enforcing its just disci- 
plinary measures which will be as effective as the refusal of its mem- 
bers to work with an expelled member. The adjustment machinery 
must provide a place in court where the union can take up a grievance 
of this kind instead of engaging in a stoppage. Unless such legal 
method of enforcing disciplinary rules is provided, the agreement would 
have the effect of weakening the union, members could defy the organi- 
zation with impunity, and the attempts of the labor adjustment board 
to hold the union responsible for compelling its members to live up to 
the provisions of the agreement and to the decisions of the impartial 
chairman would be futile. 

The rules adopted by the labor adjustment board for handling all 
cases arising under the agreement must therefore be held to apply to 
cases of this character also. Whether a member is suspended by the 
union for nonpayment of dues or for violation of the agreement or a 
decision, the procedure should be the same. The union may file a com- 
plaint with the employer that the member has been so suspended, and 
if the suspension was regular and not in violation of the agreement, it is 
the duty of the labor manager to suspend the member from work until 
he has obeyed the proper disciplinary measures imposed on him. If the 
labor manager has reason to feel that the disciplinary action taken by 
the union has not been regular in accordance with its own written rules 
or has been in violation of the agreement, then the labor manager may 
refuse to suspend the worker until the impartial chairman has reviewed 
the disciplinary action taken and finds it to be legal according to the 
union rules and in conformity with the agreement existing between the 
employers and the union. 

In the present case, the suspended member has failed to appear 
before the union membership committee that handles such cases and 
has refused to agree to pay back dues. Under the circumstances the 
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union could do nothing else but suspend him. This action of the union 
was wholly legal and proper, and under the circumstances, it must be 
held that the employer must suspend the member from work until he 
arranges some settlement of his arrears in dues with his organization. 
The union, on the other hand, ought to be lenient about insisting on 
full payment of back dues because the man was out of the industry for 
a considerable time and it is apparent that he did not understand the 
union rules about getting a withdrawal card. A proper regard for the 
rules of his organization on the part of the man and a proper allowance 
for the ignorance of the man on the part of the union is all that is 
needed to settle this case. 


CoMMENTARY: In view of the small experience with union manage- 
ment bargaining and cooperation in the Rochester men’s clothing indus- 
try in 1920, and in view further of the rapidly changing technique of 
this industry at the time, this agreement wisely was drawn in general 
terms. The parties to it doubtless anticipated that it would have to 
be applied to unforeseen issues. 

To one who interprets the agreement strictly the issue was whether, 
after the union had been unsuccessful in disciplining a member for 
delinquency in the payment of union dues, Section III of the agree- 
ment required the employer of the member to discharge him on the 
grounds that his continued employment would tend to undermine the 
union. In view of the guarded statement that the impartial chairman 
was to have “the power to review” an employer’s policy intended to 
undermine the union, it is questionable whether the employers would 
have assented to this proposition when Section III was first written. 

The question in this case is near to the closed-shop issue. A line of 
distinction can be drawn between them, however. Here the unionist’s 
right to lapse his dues and still retain his job was under question. The 
closed-shop issue relates to the nonunionist’s right to obtain employ- 
ment. The closed-shop issue is broader and more inclusive than the 
issue in this case. A closed-shop decision here would have required a 
worker’s membership in the union as a prerequisite to employment. 
The decision actually made applied only to unionists. 

This case arose in a period of depression. The local unions were on 
the defensive. No militant efforts were on foot which would consolidate 
and retain their members. Their overhead expenses were continuing. 
They were helping to support a strike in the important New York 
market. These circumstances make it probable that some members, 
because of lack of interest or shortsighted attitude, would cease paying 
dues, provided no obstacles were put in the path of so doing. A tendency 
of that kind once under way accumulates. 

In 1919, when this labor relationship was entered into, the employers 
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obtained many advantages. The newly formed local unions itched 
to exercise their power. If no agreement had been signed, strikes would 
have disrupted the direct-to-retailer distribution of these manufacturers’ 
branded products. Assurance against stoppages was valuable to the 
manufacturers, moreover, because of the industry’s seasonal nature. 
The relatively short earning periods were not to be further curtailed 
by labor difficulties. 

- Even in 1921 the agreement had advantages from the employers’ 
standpoint. The strike in New York was deflecting business to 
Rochester. The continuance there of peaceful and reasonable adjust- 
ments of differences strengthened cooperative spirit and had a whole- 
some effect upon productivity. These points were especially important 
in Rochester, where high-grade clothing was and is (1927) made. The 
doctrine that the employer or his agents exploited the employee per- 
sonally, a doctrine held by some of the workers, was not being sub- 
stantiated by their experience under this labor relationship. 

In 1919 the union, because of its strength, could concede the open- 
shop formula. When conditions changed in 1921 the union leaders 
urged the modification of open-shop conditions. The leaders then 
wished to conserve union strength. 

The case reveals the agreement as a functioning instrument in a 
dynamic situation. The impartial chairman wisely refused to interpret 
the agreement’s terms literally. His decision was intended chiefly to 
conserve the relationship established by the agreement. That aim was 
thought to justify the ruling, which gave the union a status which prob- 
ably was not in the minds of all the signatories when the agreement was 
drafted. 

Although reference was made in the decision to discipline, the issue 
of this case did not relate directly to the enforcement of shop rules or 
of the impartial chairman’s decisions. Only in so far as a strong 
union was to aid in dealing with managerial problems was there com- 
mon interest of employers and union in the question presented by this 
case. 

This decision was a warning to any employer, who, in spite of the 
final part of Article III, thought of inducing unionists to lapse their 
dues. 

No one will believe that this decision of itself would uphold the 
authority of the union or of the impartial chairman in the event that 
many union members became dissatisfied with their union leaders or 
with the labor relationship established by the agreement. The de- 
cision tended to make unnecessary the reiteration of militant issues 
by the union leaders in order to strengthen adherence to the organi- 
zation. 
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This decision did not oblige an employer to discipline an employee 
upon a union order whose validity the employer questioned. The 
union’s disciplinary measure had to be according to union rules. The 
decision could not be used by union officials to stifle opposition in union 
ranks nor to coerce nonunionists to join the organization. 

Several inferences may be drawn from the facts of this case. First, 
employers who have imposed administrative obligations upon a labor 
union should conserve discipline in the union, provided good faith is 
being shown on both sides. Second, a labor agreement drawn in gen- 
eral terms should provide for continuous arbitration to interpret and 
apply its general terms to specific situations. Third, an employer 
cannot fight against and also cooperate with a labor organization. If 
he decides to cooperate with the union, he must do so wholeheartedly. 
Fourth, a change from one of these policies to the other is difficult. 
Operating practices developed under one policy will be followed by 
executives and employees for a considerable time after that policy has 
been supplanted by the other policy. 


January, 1927 J. W. R. 


ENDICOTT JOHNSON CORPORATION 
MANUFACTURER—SHOES 


MeprcaL SERvicE—Continued Provision for Employees during Period of 
Business Depression. Because an overwhelming number of the wage- 
earning members of a community worked for a company that had given 
them and their families free medical service for a number of years, that 
company’s executives decided that this service should not be curtailed 
as a means of reducing costs in a period of severe competition. 


(1924) 


In 1917 the Endicott Johnson Corporation began to give med- 
ical service to its employees. As time went on, this program was 
expanded. In 1924 the company met with severe competition 
and the executives reviewed various ways of reducing expenses. 
Among other methods, curtailment of the company’s medical and 
welfare service was suggested. 

The company operated tanneries and shoe factories in Endicott 
and in Johnson City, New York, just outside of Binghamton. 
The chief executives lived in those cities. Approximately 17,000 
people worked in the company’s factories, which were located at 
various points in the district. Those employees made up by far 
the larger part of the working population in the two towns. 
American-born people predominated in the shoe factories, but 
much of the work in the tanneries was performed by foreign- 
born labor. 

In preceding years the company had undertaken an extensive 
program for benefiting its employees. It had built houses and 
also had established community markets, stores, a theater, a 
mutual benefit association, a library, and recreational facilities. 
The president of the corporation was vitally interested in labor 
relations. 

A policy of the company was to pay its shoe workers during 
any one year wages as high as those received by workers during 
the same year in any other shoe center where staple rather than 
fancy lines were made. The company had in effect a surplus- 
sharing plan which had yielded approximately $200 to each em- 
ployee yearly, from 1919 to 1923, inclusive. The average wages, 
together with this surplus share, had yielded an average annual 
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EXHIBIT I 


AVERAGE WEEKLY WaAcEsS or EMPLOYEES oF ENDICOTT 
JOHNSON CORPORATION 


Average Average 
cas Weekly Wage Weekly Wage 


1915 $28.00 
1916 24.50 
1917 24.00 
1918 24.25 
1919 





income to workers in the company’s plants of from $1,600 to 
$1,800. Exhibit 1 shows the average weekly wages for the period 
1915 to 1923, and Exhibit 2 shows the average total weekly re- 
muneration, including the surplus share, for 1919 to 1922. 

Before the World War the company had employed a full-time 
physician-surgeon to render first-aid treatment and subsequent 
care to workers who sustained industrial accidents. The service 
rendered seemed satisfactory to the workers, and they began to 
consult the company physician for ailments not of industrial 
origin. The company physician advised and treated such cases, 
but after a time he became burdened with work. Employees 
began to request medical aid for members of their families and 
treatment of nonindustrial accidents. The company then had to 
consider whether it would afford medical service of a relatively 
complete sort or whether its medical program would consist of 
attention to injuries received in the plant, physical examinations 
for employment, and supervision of accident compensation cases. 

In 1919 the company was unusually prosperous, and it decided 
to engage several additional full-time physicians in response to 
the requests of its employees. Presently the number of treatments 


EXHIBIT 2 


AVERAGE SuRPLUS Pap EMPLOYEES OF ENDICOTT JOHNSON CoRPORA- 
TION AND AVERAGE TOTAL WEEKLY REMUNERATION 


1 : Total Return on 
Year Bonus for Year Bonus per Week Weekly Basis 


1919 $237.00 $4.56 $20.31 
1920 45.00 87 28.87 
1921 200.00 4.00 28.50 
1922 245.00 4.71 28.71 
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given members of employees’ families mounted, and the company 
had to lay down a rule regarding free treatment of members of 
employees’ families. About the same time requests for surgical 
attention, such as removal of tonsils and adenoids, were increas- 
ing, as were requests for obstetrical service and care of young 
children. These demands, if granted, would make necessary the 
fitting up of hospitals, the provision of ambulance facilities and of 
additional medical centers for consultation, the hiring on full-time 
or part-time basis of specialists, and the incurring of nursing and 
clerical expense. At the time, the city of Binghamton had a 
hospital of high standards, but this institution was several miles 
from the industrial population connected with the Endicott 
Johnson Corporation plants. 

The company, primarily on humanitarian grounds, decided that 
it would not only continue to afford medical service to its workers, 
but also to members of employees’ families, provided the appli- 
cants for the service were not employed elsewhere. This decision 
necessitated further increases in the medical staff. In 1923 the 
company’s medical staff consisted of 27 full-time physicians, in- 
cluding 1 general surgeon, 1 refractionist, 2 nose and throat spe- 
cialists, 1 specialist on children’s diseases, 3 full-time dentists, 
I masseur, and 1 X-ray technician. In addition, there were em- 
ployed so trained nurses, and the necessary clerical and technical 
attendants. 

By that time the company had established three medical cen- 
ters, located at points convenient to the industrial population. 
At each center there was a general office for diagnosis and treat- 
ment, and hospital beds for the care of maternity cases. At each 
center there were on duty one or more of the staff doctors from 
8 a.m. to 7 p.m., together with a trained nurse and clerical assist- 
ants. Prescriptions were filled at two prescription departments 
without cost. No patent medicines were sold in those depart- 
ments. The medical staff endeavored to dissuade employees from 
making self-diagnoses and from the use of patent medicines with- 
out a physician’s advice. Once a week a special period in the 
afternoon was set aside for a baby clinic, to which the wives of 
employees could bring their babies to be examined, weighed, and 
measured. A doctor and nurses in attendance gave advice and 
instruction in the proper care and feeding of children. All three 
centers constantly received calls to send doctors to employees’ 
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homes. The territory served by each office was apportioned, and 
the calls were distributed by a central dispatching office. Some 
one on the staff in each center was on duty during the entire 24 
hours, although night calls were discouraged unless cases were 
urgent. The medical staff was furnished with motor transporta- 
tion. The nurses assisted at the centers, assisted doctors in the 
homes, and did general visiting and follow-up work. They, too, 
were provided with motor {ransportation. 

The maternity service was the only hospital service directly 
managed by the company, with the exception of a small hospital 
especially equipped for tonsillectomies and other nose and throat 
work, and an isolation hospital held in readiness for the care of 
anthrax if any cases of this disease developed. All other hospital 
service for employees or their families was obtained by the com- 
pany from local public or private hospitals and was paid for by 
the company at regular rates. 

As the service grew, the company found that the time of its 
medical staff was taken up to an excessive degree with admin- 
istrative matters. Questions of expense, equipment purchases, 
and other business phases of the medical work occasioned the staff 
undue concern. Accordingly, a director was employed who was 
placed in charge of the financial and business phases of this serv- 
ice. He also was given charge of the hiring of clerical and tech- 
nical attendants; he had a voice in the hiring of new physicians 
and in determining the organization of the department and its 
relations to the production department and auxiliary staff depart- 
ments. 

The medical and nursing staff examined applicants for employ- 
ment, reexamined newly hired employees after 6 months’ service, 
investigated sickness for the company’s mutual sick relief associa- 
tion, which paid benefits of $12 a week for a period of 13 weeks 
and which had 12,000 members, treated industrial accidents, and 
supervised compensation cases. The company carried its own 
accident compensation insurance under the regulations of the New 
York State Workmen’s Compensation Act; therefore, it was in- 
terested in reducing the number of accidents and in the prompt 
recovery of injured employees. 

In 1922 the staff doctors made 75,000 visits to employees’ 
homes. ‘The nurses made 15,000 visits to employees’ homes. 
This was an average of approximately 5 physician’s visits and x 
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EXHIBIT 3 


MepIcaL REPORTS OF ENDICOTT JOHNSON CORPORATION 
(1924-1925) 





nn UE EEEEEEESERSnEnN 


Medical 
Officetcalls meta tae teva tierce trove Soiree! olefensimistoneliereie 135,787 122,540 
louse Callsmenrit cieiore te cre eevcroreus te ctte eats siscete einen: 75,059 73,270 
Mressitieseer yee tists siete oer aete a rsisielole secrete 49,939 42,036 
irs teal errs eee cicieverei sie cis tiers crelerare oneieircnrsieleterer: 4,594 5,129 
Surgical 
Major operations. ........+eeeeeee reece eeeeeees 445 505 
Minor operations. ........-.eee eee esses eee eeees 124 304 
Assisted operations. .......ssereeeeeeeeereeeeees 168 159 
Ear, Nose, and Throat 
Operations. oy. cis. ee de neds eles wae siew nee ere 1,916 1,802 
Er catIneL (Sn werent inate rete te eletsichel fete tie ie eivoe oink 7,826 15,169 
House calls by throat specialist...........++++5e- 637 354 
Ocular 
Eye treatments. ..........- sees cere cece eeeeees 7,826 6,552 
Refractionse se ereirec see ieee ciel siersyateleretererere eleiole 2,503 2,730 
Eye operations. ........ eee cece e eee cceerececens 71 103 
Dental 
Billiniesmerce ee tics the es orice elcretels sicieralo\sieyewereyelereronots 7,702 8,415 
HUXEIACtION SHI rotate ecto tteleielo ottoh al cheveler=! ars arate 9,099 13,310 
@leaningsmmee wrists rere etiensretet 5,490 6,576 
ET reAatielts mentees ciel sien ehenezereuelolehel lel el sus) ole erator elals 0,753 10,828 
Miscellaneous 
Confinement casesaeae eee cei nie teessieteie siete stele 1,075 1,143 
Massage treatments. .......--00s-0seseseeececes 5,053 6,435 
Wereclinenays.noconpodoucoene ub boceconsanaoboose 30,974 63 
Gonsultationsmereerrs see ae ete eerste ipa terers 1,012 987 
Special Treatments. ........-++0e-e sere esceeees 5,573 6,425 
SraG tines ampeciemcric iced schon nel oaetes coke veyo revelers sre cereye 144 208 
(Gastiapplied teres ceo ckrttre settee cletshetalatertilat= 34 14 
PRETA VS CAEN er atatey to i olelsistelei rete tie lalate eistsley eiecarels fo) 2,852 5,029 
Alpine light treatments. «0... 6. .0+5- eee s esses] ce eeeeane 7,559 
(CHORE OCR, o congad aes cov sedmoondeoocne anosod) Sduboocse 210 
aboratoryatestssmrccriares els ets) mlelslietcere'eerere 13,620 16,447 
Consultations with psychologist. .......sseeeeeeee] seeeevees 1,665 
Nursing 
Wisiting nurse calls/ys .tersalelsterd-1+)+1sleieteleloleretetsis)-1s1a1ets 24,083 21,535 
iomercallsibyzschool nulse se maitentiieiseiet etre its 2,470 2,604 
Number days home nursing service.............+-{ seeeeeeee 4,603 
Hospital 
Number days hospital service.................... 21,254 21,298 
Company’s estimate of cost of above service if pur- 
chased outside: nie meets slo auderien easel iieids $1,293,379 | $1,167,655 
INAMENCORS, Uo onalghgnclenasonuoowdo pn ennasebeogac 410,084 459,879 
Sums paid to hospitals and sanitariums for treatment 
Of Company.s Workers-cere tc enteeirmiireiict 191,647 248,014 
Motal costiof medicallservicens wees cn 602,331 707,893 
Pairs of shoes made during year (dozens)............ 2,375,146 2,666,599 


Cost of medical service per pair of shoes............. $0.021 $0.022 
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nurse’s visit to each worker’s home. The company’s ambulances 
made approximately 5,000 calls during 1922. Special medical 
ability or surgical skill not represented on the company’s staff as 
then organized was obtained by the company. In 1922, $11,000 
was expended for fees on this account. 

The cost of medical service in 1922 was approximately as 
follows: 


Salaries of doctors, nurses, and attendants $200,000 
Drugs and supplies 55,000 
Upkeep of buildings and automobiles 25,000 
Outside doctors, nurses, hospitals, and sanitariums 120,000 

$400,000 


The cost of medical service in 1922 was approximately as 
for each worker employed. 

The executives of the company in 1924 decided not to curtail 
the company’s medical and relief program. Reasons for this were 
that the costs of the service, considering its benefits, were not 
excessive; the part-time employment existing at the time and the 
consequent low earnings probably would have caused many fam- 
ilies not to obtain adequate medical service if they had to pay for 
that service; the company did not wish its workers to return to 
the use of patent medicines without physician’s orders; it believed 
that any hardship following curtailment of service would embitter 
the employees and cause ill will. The fact that an overwhelming 
proportion of the wage-earning residents in the community worked 
for the company caused its executives to feel a responsibility for 
community conditions that under other circumstances they would 
not have assumed. The medical report of the company for 1924 
and 1925 is given in Exhibit 3. 

Although the period of strenuous competition caused no actual 
curtailment of the medical service, the company made no exten- 
sions to the service and curtailed the relief expenditures which 
it had been making. Previously, it had made up the difference 
between the accident compensation payments legally required and 
the injured employees’ average wages. These payments were cur- 
tailed, and the amount of sick benefits paid by the company was 
reduced, in the period from 1924 to 1926, approximately 10%. 
Special relief payments also were reduced. 


CoMMENTARY: Since this company employed most of the working 
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population in the towns in which its plants were located, it could not 
avoid certain community responsibilities. In large degree, the economic 
welfare of those towns was dependent upon it. Solely on the score 
of business foresight it was worth while for this company to prevent any 
unfavorable development in community conditions from gaining 
momentum about its plants. 

A complete medical service is not common in industrial companies. 
Usually their medical service is confined to the examination of appli- 
cants for employment; treatment of accidents in the plant; supervision 
of accident compensation cases; and home visiting to make sure that 
the employee is receiving proper medical attention from private prac- 
titioners and will return to work promptly. 

Companies located in large cities usually employ workers who reside 
at a considerable distance from the places of employment. Such com- 
panies probably would find a complete medical service to be uneco- 
nomical and unnecessary. 

The immediate economy of a complete medical service lies in the 
fact that the medical staff is fully occupied with work, whereas the 
typical private practitioner has to derive his income from a smaller 
number of patients and, therefore, he must charge correspondingly 
heavier fees. In a completely coordinated and completely centralized 
medical service, moreover, it is possible to route physicians and to 
assign to difficult cases doctors who have specialized upon the diseases 
in question. From the data in the case, it appears that each doctor 
on the company’s staff made approximately 8 house calls every day in 
the year 1922. The data for 1924 and 1925 indicate that each physi- 
cian daily attended to approximately 20 house and office calls. 

The head of this medical service was a layman to whom any employee 
could complain if he wished regarding the personnel or the methods of 
the company’s medical staff. 

The company built up its service for humanitarian reasons. The 
program also was defended on economic grounds. 

Perhaps the chief economic argument in favor of this type of service 
is that the service causes many people to apply measures to prevent 
sickness or to arrest it in its early stages. These steps result in im- 
proved health and better attendance at work. The results are of 
advantage to both employer and employee. They can be advanced 
by the employer in defense of a company medical service. Employees 
use such a medical service promptly, whereas they would hesitate to 
call in private medical aid because of the expense involved and the 
small reserves at their disposal. 

The argument often is advanced that the costs of a company medical 
service are withdrawn from wages. Even if the contention be granted, 
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that system should be less expensive, the service rendered being the 
same, than the employment of private practitioners. This company, 
by extending its medical service to the members of employees’ fam- 
ilies, reduced illness in the home and promoted the peace of mind of 
its workers. 

The company presented figures to contrast the costs of this medical 
service and the costs of similar service rendered by private practitioners. 
It also should have made public the changes in the record of time Jost 
on account of illness and on account of industrial and nonindustrial 
accidents. 

It is recognized that a complete medical service furnished by an 
employer is easily criticized. The program is open to the charge of 
paternalism. Usually it would be opposed by the local medical asso- 
ciation. Employees sometimes have objected to company medical sery- 
ice because some proportion of the cost of the service has been borne 
by all employees whether they needed the service or not; these critics 
held that it was unjust to burden employees in good health with the 
costs of medical service to employees in poor health, especially in case 
the illnesses resulted from carelessness or dissipation. 

These criticisms under circumstances such as existed in the Endicott 
Johnson Corporation case did not deserve so much weight as they 
might have merited had the company been located in a large commu- 
nity where adequate medical service was available at all times, and 
where the economies of a centralized medical service would be doubtful. 


July, 1926 J. W. R. 


AcnESsE R. Cow tes, e¢ al., APPELLANTS, v. Morris & CoMPANY, 
et al., APPELLEES* 


PACKER—MEAT 


Empiovee BENEFIT PLANsS—Pensions—Extent of Employer’s Obligation to 
Pensioners. In 1909, Morris & Company, a meat packing company, had 
inaugurated a pension fund for its employees. The company agreed to 
contribute $25,000 annually until the fund equaled $500,000, and the 
employees were to contribute 3% of their salaries. When the business 
and physical assets of Morris & Company were sold to Armour and 
Company in 1923, many of the employees withdrew their contributions 
to the fund, with interest thereon, as provided for by the pension rules. 
Their withdrawals depleted the fund to an amount sufficient to continue 
monthly payments to pensioners for only 14 months. Twenty of the 
pensioners brought suit against Morris & Company, Armour and Com- 
pany, and others, on the ground that there was an obligation to provide 
for the full payment of the pensions during the life of the pensioners. 
On December 21, 1926, the Appellate Court, First District of the State 
of Illinois, held that the company had fulfilled its contract by con- 
tributing the amounts promised, and that there was no implied agree- 
ment on its part either to continue to operate its business in order to 
insure continued payments or to establish a fund sufficient to continue 
these payments. 


(1926) 
Mr. Justice Barnes delivered the opinion of the court. 


This is an appeal from a decree dismissing a bill for want of equity. 

It is a class suit brought by pensioners under “The Morris & Com- 
pany Pension Fund,” devised and established by that company for the 
benefit of certain of its employees to be operated and administered 
under certain rules and regulations by which the employees becoming 
contributors to the fund agreed to be bound. The gist of the contro- 
versy is as to the nature and extent of the contractual relations thus 
established between the company and said employees. 

Under the averments of the bill the defendants are naturally divided 
into four groups: (1) the Morris & Company group, consisting of that 
company by that name and the name it took after the sale of its busi- 
ness and physical assets in 1923, and two of its officers; (2) the 
Armour and Company group, consisting of the Illinois corporation of 
that name, two of its officers, two affiliated foreign corporations of the 
same name, and The North American Provision Company, to which 
said sale was made; (3) the members of the committee administering 





1 Appellate Court, First District of the State of Illinois, December 21, 1926. 


498 


COWLES v. MORRIS & COMPANY 499 


the fund; and (4) certain defendants either dismissed out of the case 
or not served, whose interests are not before us. 

The hearing was before the chancellor upon the issues raised by 
the answers of the several groups to the bill as amended, and replica- 
tions to the answers. The bill is so voluminous, repetitious, and argu- 
mentative that it is impracticable and unnecessary to state more than 
its theories and the essential admitted and evidentiary facts on which 
they are predicated. 

On January 1, 1909, Morris & Company, then engaged in meat pack- 
ing and kindred industries, inaugurated and put into effect a pension 
fund, denominated “The Morris & Company Pension Fund,” for the 
officers and certain employees of said company and affiliated companies, 
The plan was embodied in certain rules and regulations for raising, 
managing, and paying out the fund, drawn up at the instance of 
Edward Morris, the president of the company, and submitted to each 
of the company’s employees then eligible to membership under the 
terms of the document. Such of them as wished to avail themselves 
of its provisions, signed the form of application prescribed therein, and 
agreeing to be bound thereby became contributors to and participants 
in the fund. By its terms the company was to contribute $25,000 
annually until the fund equaled $500,000, and its agreement in this 
respect was carried out. It subsequently made donations to the fund, 
the entire contributions of said company, its subsidiaries, and Edward 
Morris, aggregating $1,249,966. Said employees, except those receiving 
a salary of $r1o or less per week, were to contribute 3% of their salaries. 
At the time of the sale those members of the fund who had not been 
placed on pension had contributed $916,352.27, and the pensioners, 
including those whose pension had terminated, $131,968.79, and the 
fund had earned from investments nearly a half-million dollars. The 
rules prescribed to whom the fund was applicable, the ratio of their 
contributions thereto from their weekly or monthly pay, the conditions 
of eligibility to a pension allowance, and the rate thereof. They vested 
full and complete administration of the fund in a committee composed 
of two members named by the company and three members elected by 
the employees contributing to the fund. A majority of them were to 
govern and were given power to annul, alter, add to, or amend any of 
the rules. The rules did not contemplate any control or direction by 
the company or other contributors over the committee or the fund. 

After the sale of the physical assets and business of Morris & Com- 
pany to the Armour interests, many of its employees, including some 
who were entitled to a pension, drew out their contributions to the 
fund, with interest thereon, as provided for by the rules and accepted 
an offer of Armour and Company to enter its employ on condition that 
they contribute to a like fund for the employees of that company under 
requirements for back payments to put them on an equality with other 
members of the latter fund. Their withdrawals from the fund depleted 
it to about $320,000, an amount sufficient to continue monthly disburse- 
ments to those on pension at the then rate for only about 14 months, 
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after which time the payments would have to be discontinued owing 
to the lack of funds. There were about 400 pensioners, 20 of whom 
filed this bill. By order of court the others were also made parties 
complainant. 


Upon the facts alleged are predicated the following theories: (1) that 
Morris & Company “breached its contract of employment and implied 
contracts” between it and the contributors to the fund and pensioners 
thereof; (2) that it owed them a duty and obligation “to continue to 
operate or so to operate its said business as to insure the continuation 
and operation of said pension fund and payment in full for the full 
time promised . . . or in lieu thereof the duty and obligation of other- 
wise providing for the payment in full and for the full time promised 
of said pensions, benefits, and annuities”; (3) that complainants have 
vested rights and interests in said fund as against mere members thereof 
and are entitled to have monies so paid out to the latter returned to the 
fund; (4) that Armour and Company and its allied corporations and 
officers, and also the pension committee “maliciously interfered in and 
intruded upon the rights of complainants, thereby inducing said 
Morris & Company to breach its contracts with them, and that the 
property of Morris & Company purchased by Armour and Company 
was subject to pensioners’ claims;” (5) that the several defendants 
entered into a scheme and conspiracy whereby the business and physi- 
cal assets of Morris & Company, so subject to pensioners’ claims, should 
be taken over by the Armour interests free from any lien or charge of 
any claim or right of said pensioners, so the Morris & Company pen- 
sion fund should cease to function; (6) that the pensioners are credi- 
tors, and as to them the sale was void under the Bulk Sales law. The 
bill seeks relief in line with these theories, discovery relating to the 
terms of the contract of sale, an accounting by the several defendants 
of the disposition of the pension fund and alleged dissipation thereof, 
an injunction to prevent stopping or delaying monthly payments to 
pensioners, and such other relief, and so forth. 

Much of complainants’ evidence was offered to sustain its theory 
and contention that the rules and regulations did not embody the sole 
contract between Morris & Company and its employees but that there 
were supplementary agreements amendatory thereto. They were per- 
mitted to introduce evidence of casual conversations or remarks, expres- 
sions in letters and speeches by agents and officers of Morris & Com- 
pany that might induce confidence or belief of the employees that their 
pensions were assured for life and that Morris & Company with its 
“millions” stood back of said assurances. ‘These statements were 
received in evidence upon the understanding that they would subse- 
quently be connected with proof of their authorization. While many 
of the alleged statements were not denied by the persons to whom they 
were attributed, nevertheless complainants failed to prove their au- 
thorization. At best, as held by the chancellor, they constituted mere 
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expressions of opinion, and neither added to nor modified the com- 
pany’s contractual obligations as established by the rules and regula- 
tions. This is so obvious that we may summarily dismiss such 
statements from consideration or review as unauthorized and imma- 
terial. Without such evidence there is no basis for the theory of 
supplemental agreements, and appellants do not undertake to argue 
that the chancellor’s findings are against the weight of the evidence 
relating to these matters even if admissible. 

The entire case, therefore, must rest on a proper construction of the 
rules and regulations as embodying the complete contract. We need 
not recite them at length. Only a few of the rules need to be alluded 
to. Looking to their various provisions we find no room for any of the 
theories upon which the bill is predicated. Under them, all that 
Morris & Company was obligated to do was to contribute to the fund 
$25,000 annually until it reached $500,000, and appoint its representa- 
tives on the committee. All this it did, and much more that was 
entirely gratuitous, whether prompted by self-interest or philanthropic 
motives, as is conceded. In fact, the alleged breach of contract is predi- 
cated, not on the omission to perform any express agreement, but 
mainly upon an implied agreement and duty of the company to continue 
to operate its business so as to insure and assure the continuation and 
operation of the pension fund, and to provide for the payment of pen- 
sions therefrom in full for the life of the pensioners, and that it had no 
lawful right to discontinue its business and stop the contributions to the 
fund without providing a fund, estimated at $7,000,000, for the pay- 
ment of such pensions. 

Nothing in support of this extraordinary contention can be found 
in the express terms of the contract, nor in the nature of the contract 
itself. The principle relied on to sustain the alleged implication is 
stated in 2 Parsons on Contracts (7th Ed.) page 46, as follows: “The 
general ground of a legal implication is that the parties to the contract 
would have expressed that which the law implies, had they thought of 
it or had they not supposed it was not necessary to speak of it because 
the law provided for it.” The principle is applicable where the con- 
tract violated contains an express agreement to do what cannot be 
performed if the party omits to do what is necessarily implied for per- 
formance. The principle is conceded. But the cases cited by appellants 
as illustrative of the principle related mostly to contracts involving an 
element of time within which a party agrees to do a certain thing, and 
where before the expiration of the time he deliberately or wrongfully 
incapacitates himself from performance. There is no analogy in such 
a situation to the contract at bar, Morris & Company did not incapaci- 
tate itself from performing anything it undertook to do. The last 
payment required to fulfill its obligation to contribute to the fund was 
made in 1914. All contributions thereafter were to be made by the 
employees, and the committee was left in exclusive charge of the fund 
and the duty of administering it free from any control of Morris & 
Company and of any further obligation on its part with respect to it. 
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The only language pointed out in the rules upon which the fund was 
established to sustain a different construction is found in Rule VII, 
which reads: “An officer or employee who has been 20 consecutive 
years in the service, on attaining the age of 55 years shall be entitled 
to a pension for life on retiring from the service.” Appellants place 
special emphasis on the words “for life.” But Rule XX XI was mani- 
festly intended to negative any inference or implication of any other 
obligations of the company towards the maintenance of the fund or 
liability therefor than those it expressly stipulated to as aforesaid. 
That rule reads: 


No pensioner, even after payment shall have been so approved 
and ordered, shall be entitled to have any part of the capital or 
income of the company set aside to provide for the same, All 
sums of money shall be paid out of the pension fund. 


This rule clearly imports that those retiring on a pension must look 
solely to the fund as raised and provided for in the rules, and refutes 
the theory of a lien on the assets of the company in the hands of the 
purchaser or otherwise. To hold there was such an implication would 
be not only to import into the agreement a provision the parties delib- 
erately omitted therefrom but one repugnant to other express provisions 
thereof. 

These words “for life” in Rule VII must be regarded as assuming 
the continuance of the pension fund in the manner provided for by the 
rules, and not as obligating the company to continue it. In Lead 
Company’s Workmen’s Fund Society, etc. v. Governor & Company, 
etc., 73 Chan. Div. II J. R. 628,20 L. T. R 504, a somewhat similar 
rule required construction. The society was formed to provide benefits 
for workmen out of its funds raised by fees and contributions from each 
member until he had attained the age of 65. The employing company 
ceased to carry on business, necessarily resulting in a cessation of such 
contributions and no employees to make them. The suit was brought 
to have the society dissolved and its fund distributed. One of the rules 
provided that a member of the society, upon attaining the age of 65 
years, who had ceased to contribute to the society would become “inde- 
feasibly entitled to a weekly allowance of 6 shillings for the remainder 
of his life.” The court held in effect that these words did not mean 
that the beneficiaries were indefeasibly entitled to the weekly allowance 
whether the funds in the society were sufficient or not, but that the 
rule assumed that the society would have sufficient funds. 

It is apparent that the continuance of the Morris & Company pension 
fund would depend upon the continuance of its business, and if appel- 
lants’ contention is correct it involved either an obligation to continue 
it regardless of all other considerations, financial or otherwise, or on 
the sale of its property the establishment of a fund out of its assets 
sufficient—if it be solvent—to pay pensions, at the prescribed rate, to 
the 400 or more employees then on pension or entitled thereto for their 
entire lives. The amount estimated by appellants for that purpose is 
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$7,000,000. That the agreement contemplated any such obligations, 
or restrictions upon the company’s right to dispose of its property, is 
not within the bounds of reason. It is safe to say that no industrial 
concern could safely, or would knowingly enter into such an obligation; 
and if it could be implied from the nature or character of such agree- 
ment the risks entailed would serve to prevent industrial concerns from 
establishing or participating in, and thus defeat, such benevolent enter- 
prises. There is neither law nor precedent for the contention. There 
is nothing in the contract which imposes any limitation upon the right 
of the company to discontinue its business. The exercise of that right 
necessarily involved a dismissal of its employees and stoppage of their 
contributions to the fund. Upon their dismissal they were entitled 
under the rules to a withdrawal of what they had contributed, with 
interest. Whatever effect this situation had on the balance of the fund 
it followed as an incident to the contract. 

Much stress is laid by appellants on an amendment to the original 
Rule X XXVIII which provided that the acceptance of a pension would 
not debar a retired officer or employee from engaging in any other 
business which in the judgment of the committee was not prejudicial 
to the interest of the company. In 1917 under conditions growing out 
of the World War, the rule was changed to read: “No pensioner shall 
accept any employment without permission from the Pension Fund 
Committee, and Morris & Company shall at all times have first call 
on the services of a retired employee.” The propriety of this rule, or 
whether it was within the spirit of the contract, or whether it operated 
to the disadvantage of any employee, or whether it was justified by the 
World War conditions is aside from its bearing upon the obligation of 
the company to provide for the continuance of the fund. While the 
evidence as to the operation of the rule discloses no particular hard- 
ships resulting therefrom, it is manifest that when the company ceased 
doing business the rule ceased to have any operation. In fact, on the 
sale of the business the committee declared the rule was no longer in 
force. Whether or not the rule may be said to have established new 
contractual relations not contemplated in the original rules or not 
within the power of amendment, yet there is nothing in the rule or the 
relationship thus established which effected any change of contract so 
far as obligation of the company to continue the fund is concerned. 

While it has no direct bearing on the merits of the controversy, it 
may be mentioned in mitigation of alleged injustice from discontinuance 
of the business, that as a whole, the pensioners have lost nothing from 
the arrangements, but have drawn out something like 13 times as much 
money as they contributed to the fund. They contributed $131,968.79 
and have been paid out of the fund $1,652,850.58. The original 20 
complainants paid into the fund $8,378.26 and drew out $85,522.99. 
Perhaps others now on pension have not realized proportionate benefits; 
if so, it was a risk, incident to the contract. 

Another argument advanced in support of the obligations to continue 
the business or the fund is that the pension constitutes a “deferred 
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wage.” There might be room for such theory if there was consideration 
for a pension based on a reduced wage. But Morris & Company paid 
the standard wage for similar labor. While no doubt the expectation 
of a pension on the stated conditions furnished an inducement to enter 
the company’s employ, contributions to the fund from the employee’s 
wages were, under the rule, a condition of his employment after a period 
of six months. But the company did not obligate itself to continue it 
or the fund. In other words, his contribution rested entirely upon the 
express terms of the contract and not upon outside or implied consid- 
erations. 

We deem it unnecessary to follow appellant’s argument upon the 
features of different pension systems, public and private, and the dis- 
tinctions made between rewards, bonuses, gratuities, deferred wage, 
and so forth. Lengthy quotations are made from dissertations of stu- 
dents of pension systems, and from reports or commission and other 
bodies dealing with them, which of course have not the sanction of 
legal decisions, but no pertinent legal authorities are cited that warrant 
interpretation of the contract as imposing an obligation to pay pensions 
as a “deferred wage.” 

We must, therefore, hold that the rules and regulations under which 
the fund was established and administered constitute a complete con- 
tract, free from ambiguity or implication of any omitted provision 
contemplated by the parties as essential to its fulfillment, and that 
Morris & Company performed its part of the contract and is in nowise 
guilty of a breach thereof. 

This construction of the contract obviates the necessity of discussing 
other contentions more or less dependent upon the existence of such a 
breach. If the contract was not breached by the sale of the physical 
assets of Morris & Company, and the discontinuance of its business 
without a provision for future maintenance of the trust fund, then the 
purchaser took the property without any lien or obligation growing out 
of the contract. Authorities are unnecessary for the proposition that 
a party is free to dispose of his property or acquire that of others on 
such terms or conditions as he sees fit, provided they do not conflict 
with any rule of law or good morals or public policy. There is nothing 
in the proof to substantiate the claim of any wrongful or unwarranted 
methods on the part of Armour and Company or its officers or the 
actual purchaser to induce the sale. The arrangements proved whereby 
the employees of Morris & Company were in effect on employment by 
Armour and Company to turn their withdrawals from the Morris & 
Company pension fund into the Armour pension fund were within the 
legitimate scope of the right of contract. 

Whatever motives actuated Morris & Company to sell its rights 
being in no. way hampered or limited by an obligation to continue the 
pension fund, and its discharged employees being entitled on dismissal 
to withdraw their contributions thereto and consequently free to deal 





2 Parker-Washington Co. v. Chicago, 267 Ill., 136. 
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with the sum refunded to them as their own personal property and to 
contract with reference thereto and on such terms of other employment 
as they saw fit, it cannot be said, in the absence of any proof of fraud— 
and none is shown—that the arrangements made by Armour and Com- 
pany with said employees constituted a conspiracy against or an intru- 
sion upon any right complainants had to the fund. They had no right 
to the fund superior to that of the other contributors (29 Cyc. 38). 
The contract right to withdraw contributions under the conditions fixed 
by the rules and regulations was as sacred as the right to pension bene- 
fits under other conditions. The right to a pension was merely inchoate 
until the happening of the contingency on which it was allowed and 
paid,® and even then subject to the contract right of each employee 
contributing to the fund to withdraw his contribution on resignation 
or dismissal. 

We think it clear that under the rules and regulations those retiring 
on a pension could look only to the fund left after the exercise of the 
right of such withdrawals. The status of complainants, therefore, not 
being that of creditors of Morris & Company, their various theories oi 
right to discovery by inquiry into the details and terms of the contract 
of sale, and of a lien on, or right to follow into the hands of the pur- 
chaser, the transferred property of said company, and of a violation of 
the Bulk Sales law, must each and all fall for want of a proper basis 
in law or equity. 

The claim of vested rights has been frequently urged where allow- 
ances of mutual or benevolent societies for sick benefits have been 
lessened by subsequent authorized amendments to the society’s by-laws 
by which the members were bound.* The tenor of the decisions in 
these cases is that it is a question of construction of contract. In effect 
they hold that reservations for amendments of by-laws effecting such 
changes, being a matter of contract, beneficiaries under the fund pro- 
vided for were bound thereby and could not urge impairment of a 
vested right, their rights being only such as the contract in each case 
created. Here the rights of the pensioners being subject to the contract 
right of each employee contributing to the fund to withdraw his con- 
tribution on resignation or dismissal, the exercise of that right would 
necessarily decrease the fund, and to that extent diminish the prospect 
of future benefits to pensioners. In the very nature of things the status 
of the fund was subject to fluctuating conditions resultant upon with- 
drawal, whether gradual by resignation or dismissal, or from a discon- 
tinuance of the business and consequent termination of further 





3 McNevin v. Solvay Process Co., 54 N. Y. S. 98, 167 N. Y. 530. 

« Stohr v. Musical Fund Society, 82 Calif. 557; Smith v. Galloway, (1898) IQ. B. 
71; Supreme Lodge K. of P. v. Knight, 117 Ind. 489; Julie Fugére v. The Mutual 
Society of St. Joseph, 46 Vt. 363; Poultney v. Bachman, Treasurer, of Odd Fellows, 
31 Hun. 49; Pain v. Societe St. Jean Baptiste, 172 Mass. 319; Merchant v. Lee 
Conservancy Board, L. R. 9 Exch. Eng. 60, 44, 30 L. R. N. S. 367; Steen v. Mod- 
ern Woodmen of America, 218 Ill. App. 152; Royal Arcanum v. McKnight, 238 
Til. 340. 
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contribution to the fund. In view of these provisions of the contract 
and the contingencies it contemplated there is no room for the conten- 
tion of a vested right of the pensioners in the fund so returned, or of 
liability of the committee in so refunding. The committee would have 
violated its trust had it refused to refund to the discharged employees 
in conformity with its express terms. That the pensioners had a vested 
right in the balance of the fund is not questioned. 

The theory that the committee was an agent of the company is also 
untenable. While they may have been amenable to and have acted 
upon suggestions from the company or its officers in amending the rules 
or otherwise, their powers in all respects were independent of any 
control or direction by the company, and there is no evidence tending 
to show that they exceeded their powers or violated their trust, or were 
parties to any conspiracy to interfere with any rights complainants 
possessed. 


The decree dismissing the bill for want of equity is affirmed. 


AFFIRMED. 
Grip.teyY, P. J., and Fircu, J., concur. 


CoMMENTARY: This plan was of the “contributory” or “contract” 
type, a term used to designate pension plans which require the em- 
ployees to pay part of the pension reserve. The noncontributory pen- 
sion plan, practically without exception, contains a clause which states 
that the plan confers no right upon the employees and that it may be 
withdrawn or modified at the will of the employer. The decision of 
the court in the present case clearly shows that a company’s obligation 
under the contributory or contract form of pension plan is limited to 
the liabilities expressed therein. This plan stated the maximum con- 
tributions for which Morris & Company was to be liable, established a 
pension fund which was administered by trustees not agents of the 
company, and specified that pensioners must look to the fund and not 
to the assets of Morris & Company for the payment of their claims. 
The wisdom of these liability-limiting clauses from the standpoint of 
Morris & Company is clear from the record. 

From the viewpoint of labor relations the most important statement 
in the decision is that which disposes of the appellants’ plea, on grounds 
of implied contact, for a continuance of their pensions for life. The 
court points out that the continuance of the pension fund depended 
upon the continuance of the Morris & Company business, that the pen- 
sion agreement did not create any obligations not expressly stated 
therein, and that “no industrial concern could safely, or would know- 
ingly enter into” the obligation alleged by the appellants to exist. In 
view of the necessity of upholding the clear terms of contracts, the court 
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could not have decided otherwise upon this issue. But for the business 
organizations contemplating the total effects of undertaking pension 
plans, the question must be faced: do not many employees of com- 
panies having pension plans assume that those companies have under- 
taken just the obligations which the appellants in this case contended 
had been assumed by Morris & Company? 

Not only does the decision lead to a questioning of the financial 
soundness of pension plans supported by industrial companies, but it 
prompts a reexamination of the reasons which may lead employers to 
establish such plans. A number of the reasons often suggested prob- 
ably have little weight. A pension plan certainly would have relatively 
little effect on labor turnover, as that occurs chiefly among recently 
hired or young employees, to whom pension privileges have small conse- 
quence. As rewards for long and faithful service, pensions are not 
sufficiently discriminating between individuals. A pension plan is 
unlikely to give an employer a preferred position as a buyer of labor 
service unless that employer offers satisfactory terms in more funda- 
mental matters—wages and working conditions. As a disciplinary tool 
a pension plan is expensive antistrike insurance, and probably inef- 
fective in preventing the walkout of young and militant employees. 

Several reasons remain, however, which justify an established com- 
pany in considering carefully the pension problem. One reason is the 
positive effect of a sound pension policy upon labor goodwill as opposed 
to the damaging effect of a policy which results in superannuated em- 
ployees’ living in conditions of poverty. A second reason for a pension 
plan is that it eliminates most of the appeals of superannuated em- 
ployees for relief. Those appeals embarrass both employees and com- 
pany, and they damage the applicants’ self-respect. A pension plan 
makes it easy to treat these appeals impartially. A third reason, in the 
case of a contributory plan, is that such a plan promotes thrift among 
employees. Finally, a pension plan removes in large measure worries 
concerning old age dependency, which otherwise would dampen the 
working spirit of many of the mature and responsible employees in an 
established organization. No argument is necessary for the position 
that old age pensions should be certain to those, who, by their em- 
ployers’ acts, have been led to expect them. Limitations specified in 
the text of a pension plan are unlikely to be given adequate weight by 
employees; those limitations will be unnoticed by many employees. 
The mere existence of a pension plan will lead the body of employees 
to believe that pensions are assured them without conditions. This is 
particularly probable if the company is well established and reputable. 
On this score most of the pension plans in American industry are un- 
satisfactory, for most of them are of the noncontributory type; they 
seem to promise something, but in reality they promise nothing. 
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But contributory and noncontributory pension plans depend for their 
fulfillment upon a consistent company policy regarding pensions, and 
upon the continued ability of the company to meet pension obligations, 
which necessarily involves the continued operation of the company. 
These contingencies are so serious that it may be questioned whether 
any industrial company itself should underwrite a pension plan for its 
employees. In so doing, it obligates itself, morally, at least, to meet a 
steadily mounting scale of payments for perhaps 40 years and a high 
level of payments annually thereafter so long as it continues to operate.® 

The contributory type of pension plan, provided it is voluntary, has 
two advantages over the noncontributory type. The contributory plan 
benefits the provident employee, and grants benefits to those who indi- 
cate unmistakably that they value those benefits. The compulsory 
contributory features of the Morris & Company pension fund mark it 
as having been superimposed upon those who were intended to be its 
beneficiaries. This policy is understandable in view of the types of 
people who predominated in packing-house crews while this plan was 
effective. There is, moreover, the possibility, pointed out elsewhere,® 
that those who would not subscribe if such arrangements were volun- 
tary, would have to be given relief eventually, and thus unequal treat- 
ment in this respect would be given to employees. It is not believed, 
however, that such compulsory arrangements should be deemed per- 
manently necessary. 

The court’s determination of the rights of pensioners as opposed to 
the rights of “contributors” to monies in this pension fund under the 
rules is also of interest. These stipulations introduced further risks of 
inadequacy of the pension reserve. As the fund was closed out after 
some 12 years of operation, the reserve had not reached nearly its nor- 
mal long-time level and therefore the fund was exhausted (leaving the 
extra donations by the Morris interest out of account) by the claims 
of persons discharged at the time the Morris Company ceased to operate. 
No conclusion can be drawn, therefore, regarding the adequacy of the 
financial arrangements of this plan. 

The method of putting this plan into effect cannot be endorsed. It 
was sponsored by the president of the company. Naturally every of- 
ficial desired his subordinates to support the idea, and actively solicited 
their applications. An employee would not casually refuse to sub- 
scribe under these circumstances. Participation was obligatory after 
six months’ service. The typical packing-house employees of that 
period were foreign-born and negro people. Many were illiterate in 
their own language. Few would have attempted to read and still fewer 





® Pennsylvania Old Age Pension Commission, The Problem of Old Age Pensions 
in Industry, Harrisburg, 1926. 
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could have understood this pension plan of 32 or more articles, some 
establishing rights which needed judicial reconciliation. That many 
of the employees did not understand their rights under the plan, that 
many of them subscribed to the plan because discharge appeared the 
alternative, will not be questioned by most ‘persons familiar with the 
setting in which this case occurred. 

As American firms grow in age their pension problems will become 
more serious. To avoid indeterminate pension obligations, many firms 
have avoided the problem or have established plans which gave no 
assurance to employees or protection when that protection was needed. 
These makeshifts should be overhauled. American industry owes to its 
employees the development of sound pension plans for their considera- 
tion and acceptance. A pension plan should not endeavor to bind the 
employee to the employer; such arrangements are not salutary to either 
party. As provision for the future is primarily a private matter, the 
individual should contribute a large part of his pension reserve. The 
firm can aid in bearing the cost of premium installment collections and 
the cost of pension disbursements. A number of years of preliminary 
work may be necessary before a group of employees are ready to take 
over the burden of providing pension reserves. Willingness to do so 
is evidence of a high degree of foresight and self-managing ability. 

The employing firm is responsible also for informing its employees 
of the need for making such provisions. The individual employee, how- 
ever, should determine whether he wishes to provide such protection for 
himself. The pension probabilities should be determined scientifically 
and the risks underwritten by insurance companies,* so that the pension 
becomes as certain as such arrangements can be made. Thus the em- 
ployee can diversify his resources. His provisions against old age 
dependency then are not contingent upon an employer’s will or con- 
tinued prosperity. The employer, in turn, is free from a difficult, 
paternalistic, and uncertain obligation. 


April, 1927 J. W. R. 





7See Western Clock Company, page 510. 


WESTERN CLocK COMPANY 
MANUFACTURER—CLOCKS AND WATCHES 


EmpLover BENEFIT PLANS—Pensions—Plan Endorsed by Company for One 
Year at a Time. In order to pension its employees and to induce them to 
save for old age, a watch and clock manufacturing company offered a 
contributory type of plan, under which the minimum contribution of 
each employee subscribing varied with his wages, and the company’s 
contributions varied with each employee’s income, length of service, and 
sex. To avoid undertaking large future commitments which might 
become impossible to fulfill, the company decided to endorse the pension 
plan for only one year at a time, at the end of each year announcing 
the scale of benefits effective under the plan for the following year. 


Empiovee BENEFIT PLans—Pensions—Annuity Contracts Underwritten by 
Insurance Company. In 1923 a watch and clock manufacturing company 
inaugurated a pension and thrift plan under which its employees an- 
nually contributed amounts varying with wages received, and the com- 
pany contributed amounts varying with each employee’s income, length 
of service, and sex. At first the pension income contracts with its em- 
ployees were issued by the company, but a year later, arrangements 
were made with an insurance company which thereafter issued the con- 
tracts in the form of annuity contracts. 


(1918-1926) 


In 1918, officials of the Western Clock Company discussed a 
proposal to adopt a pension and thrift plan. 

The officials desired a pension plan that would assure to the 
employees receipt of whatever they had been led to expect, yet 
which would be sufficiently flexible to permit of modifications 
necessitated by legislation, business prosperity or depression, and 
change in attitude towards pensions by employees or manage- 
ment. The officials objected to the noncontributory type of plan, 
as they wished employees to take a definite part in any thrift 
arrangement that might be adopted. They wished to develop a 
plan that would serve also to induce employees to save for old 
age. 

The company wished to avoid the clause quite commonly found 
in pension plans which denies the employees any enforceable 
rights to pension benefits. The company did not want to an- 
nounce a schedule of pension benefits and state at the same time, 
as do many plans, that it could cancel the arrangement at a later 
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date. It was believed that a pension plan causes employees to 
build up hopes, that they attach little importance to a cancellation 
clause until that clause is enforced by a company, and that such 
an act incurs bitter ill will. The company preferred to endorse a 
plan only for one year at a time. Thus, the plan could be renewed 
from year to year and it would not be necessary at any time to 
violate any promise. The plan announced for any year would not 
be terminated before the end of that period. By thus making the 
plan flexible, the company hoped at the times of renewal in the 
future to make the terms of the pension plan even more liberal 
than they were at the outset. At the same time, endorsement for 
only a year safeguarded the company against undertaking a large 
future commitment which might become burdensome in case ad- 
verse conditions developed. 

In 1918 the management of the Western Clock Company began 
a survey of existing pension plans. The management did not find 
any plan which met the standards of the company officials. The 
subject was taken up again in 1922, when a committee of 11 em- 
ployees was appointed to work with the management to formu- 
late a pension plan. This group also studied existing plans, but 
did not endorse any of those reviewed. The committee undertook 
to work out a new type of plan in line with the general principles 
approved by the officials. Several students of the pension problem 
were consulted, and considerable pioneer work was done by the 
committee. After this committee rendered its report, the com- 
mittee was expanded to 61 members. This enlarged committee 
and the management examined the plan and approved it, and in 
December, 1923, the company offered it to those employees who 
wished to join. Employees who wished to make detailed inquiry 
concerning the plan were referred to the committeemen who had 
participated in its preparation and review. 

For practically 40 years the company had been able to give its 
employees continuous work. There had been no shutdowns or 
layoffs other than vacations during that period. The organization 
had grown from 81 employees in 1890 to 875 in 1910 and 2,700 
in 1925. The company’s plant was located at La Salle-Peru, Illi- 
nois, a community containing approximately 25,000 people. Most 
of these people were native-born Americans, but many of them 
were of German extraction. The company’s output was above 
20,000 watches and clocks daily, yet this large output was con- 
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fined to 17 styles and models. Sixty per cent of the working force 
consisted of men, and 40% consisted of women. The approxi- 
mate age of the average man worker was 25; of the average 
woman worker, 20. The labor turnover rate was approximately 
18% a year. 

After the pension plan was announced, individual schedules 
were prepared for all eligible employees. These schedules stated 
the company’s contributions and the pension benefits ultimately 
realizable under the scheme. Employees then were invited to sub- 
scribe to the plan, and by April 1, 1924, 67% of the employees 
eligible to do so had subscribed. 

Membership in the plan was restricted to employees who had 
completed at least two years’ continuous service with the com- 
pany. Membership was optional with eligible employees. Any 
eligible employee who chose to join authorized the company to 
deduct from his wages his payments as specified in the plan. 

At the time of announcing the plan in December, 1923, the 
company stated the schedule of benefits that it would pay to em- 
ployees who were members of the plan during 1924. The com- 
pany also stated that each year it would announce the schedule 
of benefits for the following year. Because of this provision, the 
company was not likely to make a commitment regarding pen- 
sions which it could not fulfill. In any year, the company could 
enlarge, curtail, or discontinue its pension contribution. Em- 
ployees could increase their regular weekly payments above the 
sum specified in the plan and thus increase their deferred incomes 
and pensions. The company, however, did not take such excess 
payments into account in calculating its pension contributions to 
employees. The schedule of employee contributions and em- 
ployer contributions for 1926 is shown in Exhibit r. 

Each employee’s minimum contribution under the plan varied 
with his wages, based on day rates or basic time rates. The com- 
pany’s contribution to an employee varied with the employee’s 
income, length of service, and sex. 

At the time the plan was adopted, pension income contracts 
with its employees were issued by the Western Clock Company. 
About a year later, arrangements were made with a large insur- 
ance company which thereafter issued the contracts in the form 
of annuity contracts. 

The deferred incomes purchased in exchange for the em- 
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EXHIBIT I 


EMPLOYEE AND COMPANY CONTRIBUTIONS FOR 1926 UNDER WESTERN 
CLock ComMpaNy INCOME AND PENSION PLAN 


CoMPANY CONTRIBUTION 
EMPLOYEE (1926) “ 











INcoME GRouP CONTRIBUTION 
(Per Year) YEARS OF AMOUNT 
SERVICE 
Men Women 
$1,200 and less........ $25.00 3-5 $ 5.00 $ 5.00 
6-10 10.00 10.00 
11-25 30.00 40.00 
26-over 50.00 60.00 
$1,200-$1,800......... BUeEO! 3-5 7.50 7.50 
6-I0 15.00 15.00 
215 45.00 60.00 
26-over 75.00 go.00 
$1,800 and over....... 50.00 3-5 10.00 10.00 
6-10 20.00 20.00 
plea 5 60.00 80.00 
26-over I00.00 120.00 








ployees’ contributions were spoken of as “incomes”; the deferred 
incomes purchased by the company for the employees were re- 
ferred to as “‘pensions.” When an employee entered the plan, he 
received a certificate which contained an annuity table. From 
this table he could calculate in any year the amount of deferred 
income that he purchased with his savings. The company’s con- 
tributions were evidenced by pension stamps which it purchased 
for cash from the insurance company. The stamps were issued 
each year to the employees and were affixed to their certificate 
books. Each stamp had substantially the legal significance of an 
annuity contract, and showed on its face the amount of income 
that would be paid by virtue of that stamp. 

Employees’ property rights in the deferred “incomes,” that is, 
the annuities purchased by their own contributions, were abso- 
lute. A member of the plan could leave the company and still 
retain that right. The plan provided, however, that should the 
employee take the cash surrender value of his contract or assign 
it, the cash surrender value of the contribution made by the com- 
pany would revert to the company, and the employee would gain 
no advantages therefrom. 

The plan provided, furthermore, that if a member died, the 
premiums paid by him were to be refunded to a beneficiary whom 
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he might designate. In case of death shortly after maturity of an 
annuity contract, the beneficiary received the amount paid in by 
the member, minus that portion of the annuity bought by the 
member which he had received prior to his death. 

A member who left the company had three settlement options. 
The company’s contributions, of course, ceased at that time. In 
the first place, the employee could continue to purchase paid-up 
annuities from the insurance company; secondly, the employee 
could discontinue his weekly payments, accept a paid-up annuity 
policy, purchasable with his past contributions, and retain the 
pension stamps awarded him by the company; in the third place, 
the employee could take the cash surrender value of the contract, 
but in that event he surrendered the rights under the pension 
stamps that had been affixed to his “income” certificate. 

The plan did not provide for any specific retirement age. Al- 
though in general annuities were figured to commence at age 65, 
at the employee’s option they could be calculated to commence 
at any age between 55 and 65. Nor did the plan specify that an 
employee had to resign when his annuity contracts matured. The 
company thought that retirement was an individual problem and 
that in case it was mutually satisfactory to the employee and the 
company for the employee to remain at work after attaining age 
65, he should be permitted to do so. 

When the plan was announced, an adjustment was made with 
each employee who had been in the service of the Western Clock 
Company for two years or longer. The company’s contribution 
at that time was calculated retroactively in the case.of each em- 
ployee, so as to afford the employee such a pension as he would 
have received if the plan had been in effect when he began work 
with the company. Employees who had had 25 years’ service re- 
ceived outright the pension rights thus calculated. Employees 
who had had less than 25 years’ service at the time were told that 
upon the completion of 25 years of service they, likewise, would 
receive pension rights calculated in the same way, provided they 
entered the pension plan and remained members thereof. 

An indication of the pension that might accrue under the plan 
was furnished by a hypothetical case worked out by the company. 
Because of an increased scale of company contributions, the illus- 
tration was not applicable in 1926. A person who at 16 years of 
age entered the company’s employ and who at 18 entered the 
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plan, paying 50 cents a week until age 22, and thereafter 75 
cents a week until age 65, and to whose payments the company 
added contributions at the rates scheduled for 1924, would re- 
ceive at age 65 an annual income until death of $1,320; $550 
thereof would have been purchased with his contributions, and 
$770 thereof would have been purchased with the company’s 
contributions. 

Late in 1924, the company offered to purchase annuities for 
members of the plan during 1925. The scale of its contributions 
was slightly increased. At this time, as previously stated, arrange- 
ments were made with an insurance company, which was to 
underwrite the annuity contracts. A year later, the company 
renewed the plan for 1926. 

Toward the end of 1925, the company added to the plan a 
sickness benefit feature. It amounted to 50% of earnings for a 
specified number of weeks of disability. The number of weeks 
during which such benefits were payable varied with the length 
of the individual’s continuous service with the company. This 
sickness benefit feature did not increase appreciably the percent- 
age of eligible employees who were members of the pension plan. 
The increase in that percentage in the time between the an- 
nouncement of the sickness benefit and the spring of 1926 was 
between 3% and 4%. 

On July 31, 1926, 91% of the 1,735 persons eligible under the 
plan had subscribed to it. Of the number eligible, 1,038 were 
men and 697 were women. The percentage of men eligible to 





1A large insurance company in 1925 announced a pension plan which provided 
for the purchase of paid-up annuities during the employee’s active service. From a 
table in that company’s plan the following abbreviated table was prepared. 


AMOUNT OF MONTHLY ANNUITY COMMENCING AT AGE 65 FOR MALES AND 60 FOR 
FEMALES, WITH RETURN OF PREMIUM IN EVENT OF PRIOR DEATH, AND WITH 
ANNUITY PAYMENTS GUARANTEED FOR 10 YEARS, THAT CAN BE PuRCHASED 
FOR $100 





MontTHiy ANNUITY 


AGE oF EMPLOYEE WHEN 
PURCHASING ANNUITY 





Male Female 
20 $5.85 $3.37 
25 4.65 2.70 
30 3.68 2.16 

2.90 1.73 
a 2.28 1.38 
45 1.78 I.1r 
50 1.39 89 
55 1.09 +72 
60 87 .59 
65 AL a ee ae re ole evenpratel 

ee a rrr ree ere ree gene eeraerceeet 
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participate who had subscribed was 94%, and the percentage of 
women eligible who had subscribed was 88%. Company officials 
believed that the large percentage of subscribers to the plan re- 
sulted from its definiteness, its lack of risk, and the fact that the 
deferred income was the personal property of the employee, irre- 
spective of his place of employment in the future.? 


CoMMENTARY: The pension plan of the Western Clock Company 
was the result of a painstaking attempt to eliminate the disadvantages 
and evils of the various types of pension schemes in common use in 
industry. 

The first and most serious defect common to most plans that are 
financed by the employers themselves is the long-time nature of the 
obligations which have been assumed. The average age of employees 
in most industrial concerns is in the twenties. Old age for them is 40 
years away. What industrial company can be sure enough of its con- 
tinued existence as an independent company, or, even if it is still alive, 
of the continuation of present policies, to warrant the making of such 
a vital promise to take effect 40 years ahead?’ And the pensioners may 
live 30 or 40 years after their pensions start, so that the real burden 
of the promise does not start to reach its maturity for 40 years, and 
its maximum incidence may not be reached for 20 or 30 years after that. 

Most companies try to plan for changing conditions by inserting 
phrases in their announcements reserving the right to drop the plan 
or change it. Such clauses may relieve them in courts of law, but there 
are other kinds of pressure which public opinion can bring to bear to 
enforce compliance with promises when law fails. The promise is 
implied. The fact that the employees must accept it in good faith, in 
order that it may have its desired effect on morale, explains the desire 
of a company to have its employees believe that it means to protect 
them in their old age. Furthermore, the pensioning of the few old 
employees who retire during the first year stands as proof that the 
promise is genuine. The few companies which actually have abandoned 
their pension plans, relying on their reservations in their announce- 
ments to protect them from prosecution under the law, have found 
their relations with their employees, and with such small sections of 

2 As of January 1, 1927, when production had increased to 25,000 watches and 


clocks daily, and the number of employees to 2,800, the company reported in- 
creases in the subscription percentages, as follows: 


Percentage of eligible employees subscribing. ........-.s:ssseeceeeeerecccccecrsseas 93% 
Nitmber ie li gible. aveeevs etete wiste cierstsinieseie wxecale oe o¥/er ole: ctcielesy aye) sisio.lolclaiets werete cuarn nun etarienaie 1,813 
Women meligible ster ie ws levee elvis mc ettenet a rete ocetiomereteveeuseese witie mts lclefe nis eratetnpel tata obelelerstete fete 710 
Meni ieligibles, trcccistaers ihe clarccie’s orcs teecers mie (eimintale is vareeinle wrsssnaie eve o| eet ooien eaten oieiee ener 1,103 
Percentaverot eligible: womens SUDSCHIDING sole seis ee oe eraris sci © cise lero el eiei stale stecorel felalelsietore 89% 
Percentage of eligible men subscribing.........sescessceeecercseesevecsecssceseces 96% 


3 See, for example, Cowles, et al., v. Morris & Company, et al, page 408. 
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the public as have known the facts, so strained that the cases stand as 
warnings to others. 

The Western Clock Company avoided the possible difficulty of 
enforced continuity by having a separate plan each year which was 
independent of its action in other years. The current year’s pension 
annuities stood on their own feet and the promises of the year were 
so financed that there was every possible assurance that the obligations 
would be discharged. But they were separate and independent of the 
last year’s or the next year’s promises. 

The third defect of the usual pension plan is the apparent impossi- 
bility of financing it in accordance with the best actuarial practice. 
History does not reveal a fund reserved by any industrial company for 
pensions or for any other purpose from which escape is legally pos- 
sible, that has been kept intact through several successive régimes. 
A fund for pensions, if actuarially sound, becomes so large that it is 
difficult for managers in times of bad business to leave it intact. As 
a matter of fact, few pension plans are funded and placed on a sound 
financial basis. Many companies apparently have made pension prom- 
ises with faith that profits in the future would meet all the pension 
obligations. 

The Western Clock Company turned over the financing of its plan 
to an insurance company, which not only has experienced actuaries to 
watch the plan but also has highly successful financial experts to handle 
the investment of the fund. No private company can afford to retain 
such men for its small amount of this kind of business, but an insur- 
ance company not only can run the machinery of the pension arrange- 
ment but has all the facilities properly to arrange for the financing. 

The large percentage of subscribers to the Western Clock Company’s 
pension plan proves that the employees are an unusually intelligent 
group. It is rather rare that sound financing and the limitations imposed 
by considerations of soundness are appreciated by employees. They 
are not expert in analyzing plans, and still less so in perceiving legal 
implications. It is only when trouble results from wildcat thrift schemes 
with impossible rates of interest or from liberal pension plans that 
would cost at maturity more than the total profits of the company, that 
employees are brought fully to realize the need for financial soundness. 


October, 1926 G. J. 


BRYLANE ComMpPpANyY?! 
PACKER—MEAT 


Employee BENEFIT PLANS—Group Insurance. Because employees and their 
representatives expressed a need for some form of protection against 
financial losses sustained as a result of illness, injury away from work, 
or death, a meat packing company, through the works councils, submitted 
a group health and accident life insurance plan, to be underwritten by a 
large insurance company. The plan would go into effect if 75% of the 
employees applied for protection under it. Under the plan employees 
could secure protection without taking physical examinations. The 
company offered to advance one-fourth of the life insurance premium 
and to pay any of that share not remitted as dividends by the insurance 
company, to sustain the expense of collecting premiums and making dis- 
bursements to beneficiaries, and to provide nursing service. The plan 
was accepted and put into operation. 


(1926) 


For several years prior to 1926, a large number of the em- 
ployees of the Brylane Company, through their representatives 
on the works councils, had expressed a desire for some form of 
protection against the financial loss resulting from illness, non- 
industrial accidents, and death. 

The Brylane Company was a large meat packing company 
which employed approximately 20,000 people in 12 plants. Most 
of the plants were located in the Mississippi Valley. The com- 
pany had established a plan of employee representation in 1921. 
That plan created a works council at each plant and an inter- 
plant council which met upon call to consider questions of general 
significance to the company’s organization. Practically all the 
works councils had discussed the need expressed by employees 
and their representatives for some form of protection against 
losses sustained by the employees or their families as a result of 
the employees’ illness, injury away from work, or death. Em- 
ployees injured while at work were paid benefits according to the 
workmen’s compensation law. 

The management knew that few of the employees had protected 
themselves against these hazards by obtaining insurance, and that 
only a small minority had reserve funds so that an illness or acci- 





1 Fictitious name. 
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dent would cause them no financial hardship. Discussion in the 
works councils brought out the fact that few of the employees 
carried life insurance, and that the death of an employee usually 
caused his family acute financial distress. 

In response to’ these expressions on the part of employee rep- 
resentatives and other employees, the executives of the company 
and also the employee committeemen discussed and_ studied 
various methods of meeting illness, accident, and death hazards. 
After investigation, the general superintendent of the company 
submitted a group health and accident and life insurance plan 
to all the works councils with the request that the employee mem- 
bers thereof discuss it with their constituents and determine 
whether or not the constituents wished to subscribe to it. The 
announcement also stated that an interplant conference would 
be held at which the project would be taken up in detail and voted 
upon as a recommendation to the employees. 

In endorsing this proposal the company stated that the method 
of insurance recommended was not an experiment but was 
financially sound; that the insurance company with which the 
Brylane Company would contract was an institution with large 
reserves and assured stability; that the cost of the protection 
was low; and that employees unable to pass a physical examina- 
tion successfully could secure protection under the proposed plan. 
Approximately 15% of the work force was believed to be in that 
class. The company stated that it would advance one-fourth the 
amount of the life insurance premium and would bear the cost 
of any of that share not remitted as dividends by the insurance 
company. The Brylane Company also would sustain the clerical 
and administrative expense of collecting premiums and making 
disbursements to beneficiaries, and, in addition, would provide 
nursing service. The employees, under the plan, would contribute 
most of the insurance reserve. Acceptance of the plan was vol- 
untary on the part of the employees; the plan would not go into 
effect unless accepted by three-fourths of the employees eligible 
under it. 

Two weeks later the interplant conference convened. The pre- 
liminary plan was discussed in all its details. The principal 
changes made in the tentative plan were: (1) the service require- 
ments for eligibility to participate in the plan were reduced from 
1 year to 6 months; (2) a limited amount of life insurance, but 
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not health insurance, was made available to employees who 
entered the service of the Brylane Company after 55 years of 
age and who were not covered in the general plan of life and 
health insurance. 

The group life and health arrangements approved by the inter- 
plant conference follow: 


Group INSURANCE PLAN 
Insurer 


The company will engage in a contract with the insurance com- 
pany, providing for group life insurance and group health and acci- 
dent insurance. This contract will be for one year at a time and 
will be renewable at the end of each year. 

Eligibility 

Only plant employees will be eligible after they have been in the 
employ of the company for 6 months or more and provided they enter 
the employ of the company before they are 55 years of age. Em- 
ployees in the company’s pension fund are ineligible to participate 
in the plan. 

This contract will become effective when 75% of those eligible 
have subscribed for the insurance. 


Company Contribution 


The law provides that the employer must advance 25% of the 
premium payments on group life insurance to the insurance com- 
pany. The losses and claim experience under these policies may be 
such as to enable the insurance company to pay dividends which 
would be used to reimburse the company for money advanced. 
Should the dividend payable under this group insurance exceed the 
amount advanced by the company, the excess will be placed in a 
fund to be disbursed for the further benefit of the employees who 
participate in the insurance. 

The company will handle without charge the cost of making pay- 
roll deductions, keeping records of the workers’ contributions, re- 
mittances to the insurance company, payment of benefits, and such 
other clerical and administrative work as may be necessary to carry 
out this plan. 


Benefits 
1. For women workers 
Life insurance $750. 
Health insurance and accident insurance on accidents away from 
work: 
Beginning on the eighth day of the disability, benefits at the rate 
of $7.50 a week, for a period of not more than 13 weeks; 
In case of total and permanent disability incurred before age 
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60, the face of the policy, $750, will be paid at the rate of 
$50.69 a month, for 15 months, commencing after 6 months 
of disability. 

Cost to women will be 25 cents a week. 

2. For men workers 
Life insurance $1,000. 
Health insurance and accident insurance on accidents away from 
work: 
Beginning on the eighth day of the disability, benefits at the 
rate of $10 a week, for a period of not more than 13 weeks; 
In case of total and permanent disability incurred before age 
60, the face of the policy, $1,000, will be paid at the rate of 
$51.04 a month, for 20 months, commencing 6 months after 
disability. 

Cost to men will be 35, cents a week. 

Benefits will be paid on disability caused by any or all sickness. 

Benefits will also be paid on accidents occurring away from work. 

Disability caused by accident while at work is covered by pay- 
ments under the Workmen’s Compensation Law. 

Total and permanent disability or death from any cause will be 
covered by life insurance, and the benefits will be paid on all cases 
whether resulting from sickness or accident, whether at work or 
away from work. 

Employees entering the service of the company after becoming 
55 years of age may secure life insurance of $500 without physical 
examination. The cost will be 15 cents a week. There will be no 
accident or health insurance available to these employees. 

The insurance company will issue a life and a group health and 
accident certificate to each person insured under the plan. 


Conversion 
An employee insured under this plan who leaves the service of 
the company may arrange to continue the life insurance without 
physical examination, provided application is made within 31 days 
after he leaves the service. The rate will be that payable for regular 
commercial policies for his age at the time he leaves the service. 


Breaks in Service Record 

An employee absent for more than 60 consecutive days in any one 
year breaks his service record. 

Where the period of absence from work due to layoff or illness or 
other unavoidable causes exceeds 60 days, the question of reinstate- 
ment of an employee for the insurance after he returns to work will 
be in the hands of the local works council for consideration and 
decision. 

The insurance may be continued in force during temporary or 
voluntary layoff of not to exceed 60 days by paying the premium 
weekly in advance to the general timekeeper of the company. 
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Temporary Cessation of Premiums 

The plan combines two forms of insurance. First, group life in- 
surance, and second, group health and accident insurance. The pay- 
ment of premiums by employees will cease under both of these group 
contracts when disabled and receiving benefits under the group health 
and accident contract. The group life insurance is kept in force 
during this time. 

After disability is over and the employee has returned to work, 
the weekly assessment is again resumed, and the insurance is in full 
force again. 

Nursing Service 

With this insurance is furnished a complete visiting nurse service 
without additional cost. If an employee becomes ill or injured he or 
she may notify the company, and a nurse will be sent to the home. 
The nurse will assist those in the home in carrying out the doctor’s 
instructions, advise with them regarding the proper care of the 
patient, and render other valuable service. As she is a visiting nurse, 
she does not stay in the home, but will return as often as she may 
be needed. 


After the endorsement of the plan by the interplant confer- 
ence, the works council at each plant convened and decided upon 
plans to acquaint employees eligible for insurance with the plan 
and to solicit their applications. This was done by the employee 
representatives, who canvassed their respective precincts and ex- 
plained the plan to their constituents. The employee representa- 
tives stressed the benefits and low costs of the insurance and the 
necessity of. 75% of those eligible making application for the in- 
surance in order that it be effective. A period of 31 days was 
available in which eligible employees could apply, but thereafter 
such employees wishing to enter the plan were required to submit 
to a physical examination at their own expense. Employees not 
eligible to apply for the insurance, because of their short period 
of service with the company, were told that upon completing 6 
months of service they had a period of 31 days in which to obtain 
protection without physical examination. After that period such 
employees, in order to have the protection, had to pass a physical 
examination. Employees desiring insurance could apply to the 
department timekeeper or the employee representative in their 
precinct, who were supplied with the blank forms used for that 
purpose. 

Within three weeks after the plan first was announced, 86% 
of the eligible employees at all the plants had applied for pro- 
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tection under its provisions. The contract, therefore, became 
effective, and notices were posted that pay-roll deductions for 
group insurance premiums would be made from the pay checks 
issued on a specified date and that such deductions would be made 
each week thereafter. These deductions had been authorized by 
each employee upon his application for the insurance. 

Within a week after the plan became effective, several deaths 
of Brylane Company employees were reported and a number of 
employees were on the illness and accident record. The com- 
pany’s employee magazine called attention to the cases of distress 
which were being alleviated by the plan. 

Several employees, ill during the initial months of the plan 
and entitled to benefits under its provisions, were under the im- 
pression that benefits were paid for all time lost on account of 
illness. An announcement to the employees stressed that pay- 
ments on account of illness did not accrue until after the employee 
had been absent from work one week on account of illness. 

The company established an insurance office at each plant. 
Employees were directed to notify the insurance office of all cases 
of illness or accident so that no delay would occur in the payment 
of benefits under the plan. Employees also were directed to notify 
the insurance office if they desired nursing service or assistance 
in making out claims for benefits. Employees were directed to 
notify their timekeeper promptly of any change in address so 
that no time would be lost in serving them in case of illness. They 
also were advised that they could change the beneficiaries under 
life insurance policies upon filling out blanks obtainable from their 
timekeepers. Employees were assured that they did not require 
the aid of an attorney in collecting benefits under the plan. 

Two weeks after the plan went into effect, the insurance office of 
one plant having 8,000 employees reported disbursements of 
$1,750 to meet 2 death claims and of $379.26 to meet 24 sickness 
and accident claims. Five of the 24 sickness and accident cases 
still were upon the records; the other 19 had been reported cured 
and the employees again at work. 

In order that the plan might remain effective and continue to 
have the interest of the employees, the company furnished to the 
employee representatives each week a list containing the names 
of the employees who that week completed six months’ service 
and therefore were eligible to apply for insurance under the group 
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plan. The employee representatives solicited the applications of 
these employees for insurance. The employees’ magazine, from 
time to time, published reports of insurance disbursements and 
letters of appreciation from the recipients of benefits under the 
insurance arrangement. 


ComMENTARY: This case centers attention upon the merits and 
limitations of group insurance and upon one company’s method of 
obtaining and keeping employee support of group insurance. 

In this organization many of the employees apparently had recog- 
nized the need for some form of protection against financial losses 
resulting from sickness, accident, and death. Employees took a large 
measure of initiative in putting this plan into effect. The plan met a 
definite need, it was liberal in its terms, and it was financially sound. 

The relatively low costs of group insurance are due in large measure 
to the absence of physical examinations and to the low collection and 
administrative expenses incurred by the insurance company. The cost 
of group insurance must not, however, be contrasted with the cost of 
an ordinary life insurance policy, but, rather, with the costs of the 
term policy as of the average age of the employees in the group. 

The fact that this protection was underwritten by a large insurance 
company gave to it the soundness of a scientifically determined plan 
and the stability afforded by the insurance company’s dependable 
sources of income and its diversification of investments. 

Under this plan, the employees who otherwise would not have been 
able to obtain insurance were protected. The plan was noteworthy in 
its provisions concerning the cessation of all premiums during dis- 
ability. 

Perhaps the chief shortcoming of group insurance is that it fails to 
cover the individual upon his leaving the employ of the firm providing 
it, The conversion privilege may be mentioned in this connection, but 
the fact is that at the time of leaving employment an individual wishes 
to conserve his resources and ordinarily he is obliged to use his funds 
for immediate needs rather than for investment in an insurance policy. 
The conversion privilege, therefore, is not of substantial importance 
in practice. A second limitation of group insurance is that the em- 
ployer, on his option, can refuse to renew a group insurance contract in 
any year. This shortcoming, however, is more apparent than real. It 
is unlikely that an employer would discontinue group insurance if more 
than 75% of his employees wished the insurance and made their desires 
known in a definite way. He could reduce his contribution to the 
legal minimum under those circumstances, as the employees probably 
would carry the balance of the cost willingly. 
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The case points out some misunderstanding on the part of the em- 
ployees regarding the waiting period to be sustained by any disabled 
employee before sickness or nonindustrial accident benefits accrued. 
The waiting period is intended to check abuses and malingering. It 
causes the costs of slight illnesses, often the results of indiscretions, to 
be paid for by the individual. 

The purposes and methods of the company in supporting this group 
insurance plan are significant. The plan was not paternalistic. The 
company’s method was to render more widespread in its organization an 
appreciation of the benefits of group insurance. Only upon the indi- 
cation that the desire for the protection was general was the plan 
seriously considered. Applications were solicited by fellow employees 
and not by the company. Employees were not likely to think that the 
company had some ulterior motive in supporting the insurance arrange- 
ment. 

Perhaps the company’s chief gain through the plan was relief from 
the necessity of extending private aid in cases of individual hardship. 
The company, moreover, was supporting a program that was to promote 
its employees’ peace of mind and increase their foresight and self- 
respect. The plan probably was a slight deterrent to labor turnover, 
but it did not apply to the short service group, among which the turn- 
over rate usually is high. It applied to those persons who presumably 
had identified themselves with the industry and the organization. 

This firm apparently was able to afford its employees of over six 
months’ service reasonably regular employment throughout the year. 
A contributory type of insurance plan such as this would be imprac- 
ticable otherwise. 

The general philosophy underlying this method of meeting em- 
ployees’ risks seems to be gaining support in this country. The 
economy of employee service work financed by the employer is being 
questioned. The outlay for these endeavors is definite, but the intangible 
benefits thereof are incapable of appraisal by the employer. While the 
employer may believe that he is obtaining full return on the investment, 
he is unable to judge the employees’ satisfaction resulting from the 
service endeavors. 

The Brylane Company informed its employees of the advantages of 
group insurance, but then allowed its employees to decide whether they 
wished to take advantage of the plan. After the employees decided in 
favor of the proposal, the company assisted them financially. The same 
method of procedure would apply to most forms of so-called employee 
service work. Exception might have to be made in a case in which 
employees have very limited intelligence and foresight. 

Employee “welfare” programs carried on by employers often are 
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criticized by the employees. Those expressions really may not refiect 
demerits of the particular experiment but, instead, personal dissatis- 
faction with other circumstances of employment. Nevertheless, the ex- 
pressions influence the opinions of other workers. Such programs also 
are subject to adverse comment from employees who believe that they 
would receive higher money wages if the programs were abandoned 
or the costs of the programs assessed directly upon the employees who 
desire them. 


November, 1926, J. W.R. 


WILLIAMSON Company! 3 
MANUFACTURER—COARSE TEXTILES 


EmpLovre Hovusinc—Rentals of Company-owned Tenements Increased. 
In 1919 a textile manufacturing company found that rentals charged 
for employees’ tenements no longer reimbursed it for maintenance costs. 
As the employees tended to consider housing terms as a part of the 
employment relation, the company, in view of the current labor short- 
age, did not wish to arouse concerted opposition by a general increase in 
rents, which the employees probably would regard as equivalent to a 
decrease in wages. The company decided to negotiate increases in 
rentals with individual tenants as the current leases expired. 


(1919) 


After its formation in 1880, the Williamson Company, which 
owned and operated textile mills, provided between 600 and 700 
tenements for its employees. Until 1916 the rentals charged had 
reimbursed the company for maintenance and depreciation, but 
not for interest on the investment. In 1919 the company found 
that its annual income from tenement rentals was not adequate 
to meet the expenses of maintenance and the fixed charges, exclu- 
sive of interest. The deficit was caused by the increased cost of 
material and labor. The company, in consequence, debated the 
advisability of increasing tenement rents and the method of put- 
ting any rental increases into effect. 

The company had foreseen the necessity of action upon this 
question for some time. It had postponed the repair of tenement 
property in the years immediately preceding 1919. At that time, 
however, it was necessary to renew a large number of house roofs. 
Although done over a period of several years, that work was to 
entail a heavy maintenance charge. Other outside maintenance 
work, deferred during the World War, also could be put off no 
longer. 

The Williamson Company was located in Colton, a small town 
10 miles from an eastern city of 150,000 inhabitants. There was 
no other important industrial enterprise in Colton, and a large 
proportion of the town’s available supply of labor was employed 





1 Fictitious name. 
“See also Williamson Company, page 534. 
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by the Williamson Company. The region was both industrial and 
agricultural; within a radius of 25 miles there were several large 
towns and a rich farming country. 

When the Williamson Company was established, Colton con- 
tained less than so houses. The mills then were small. The com- 
pany was successful, and, as its plant was enlarged quite rapidly, 
the executives thought it necessary to provide houses for the peo- 
ple who came to work in the mills. In 1919 the company’s houses 
made up three-fourths of the residence property in Colton. 

The operatives at the outset were American-born people from 
the neighboring regions. Later, Scotch and Irish textile workers, 
who had learned their trades in the British Isles, were employed. 
These nationalities were followed by the type of French employee 
commonly found in eastern textile communities. In the early 
years of the twentieth century, Poles began to be employed in 
the mills. ‘They proved to be excellent operatives and, on the 
whole, good townspeople. The company began to employ these 
national groups because their members were available at wages 
less than those demanded by the labor already employed. That 
labor tended to engage in more skilled work outside the mills. 
Most of the work in the mills was of the machine-tending type; 
it could be learned easily and quickly by the novice. The un- 
skilled immigrant who had no capital and who had to obtain 
employment immediately after arrival in this country was able 
to render satisfactory service in the establishment. The com- 
pany’s labor force included slightly more women than men. 

Some time after the Poles were established in the town, the 
company hired a few southern Europeans who had come into the 
town to work in its mills. These people originally came from the 
agrarian sections of their country. Their ancestors had been 
small farmers for generations. More and more of these people 
came into the town until, in 1919, they occupied practically all 
the houses on several streets. The houses on these streets were 
owned by the Williamson Company and formerly had been occu- 
pied by English-speaking operatives. 

After this new colony had become thoroughly established, the 
proportions of employees of various nationalities working in the 
company’s mills were approximately 30% Polish, 15% southern 
European, and 55% the various groups which had been native to 
the region or had come there prior to 1900. 
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The overseers and second hands in the mills were recruited 
almost entirely from the third group mentioned. These super- 
visory employees, with few exceptions, lived in company-owned 
tenements of six or eight rooms. A majority of the Polish resi- 
dents lived in one section of the town, most of the southern 
Europeans lived in another section, and the third group was scat- 
tered. With a few exceptions, the mill executives lived in the 
most attractive section of the town. 

Most of the southern Europeans and many of the Polish em- 
ployees understood little or no English. Contacts with them were 
maintained through interpreters. The social status of the south- 
ern Europeans, who had most recently come into the town and 
who were the least familiar with American standards of living, 
was considered inferior by all the other residents. This condition, 
together with the unfamiliarity of these southern Europeans with 
American ways and the language barrier which isolated them 
socially, gave rise to a number of serious problems from the stand- 
point of the Williamson Company. The company’s personnel 
manager had found it difficult to accelerate the assimilation of 
these late arrivals by the community. Although the company had 
built a large community house which was available to all residents 
of Colton, the southern Europeans made little or no use of it. 
The Polish people, however, had learned the value of the building 
and were using its swimming pool and other facilities. 

Nearly one-half of the houses owned by the Williamson Com- 
pany were of the one-tenement type; a majority of the remainder 
were of the two-tenement type. About 10% of the company’s 
working force lived in the near-by city and traveled to and from 
work by electric trolley cars. Exclusive of this number, most of 
the employees lived in company-owned houses. The houses were 
grouped in the immediate vicinity of the mills, so that most of the 
employees could go home at noon. This housing development 
had been designed in view of the fact that the company employed 
many women who had family responsibilities and who wished to 
go home at noon. There had been comparatively little building 
financed by employees, due in part to the low rents charged by 
the company. 

Prior to 1919 the rentals of employee houses had been low and 
inadequate to meet the costs involved. Six-room single houses 
with furnaces, modern plumbing, and electric lighting, located in 
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a desirable section of the town, were rented for between $3 and 
$4 a week. Other houses, not so fully equipped, in the same loca- 
tion, rented for less, and the rentals charged for houses in slightly 
less attractive sections were somewhat lower for the same type 
of housing accommodation. 

Although the Williamson Company had attempted to keep its 
relationship as landlord separate from its relationship as employer, 
this endeavor had not been successful. Employees who were rent- 
ing a tenement from the company thought of both relationships 
in judging their employment conditions. This association was 
brought about in part by the company’s practice of deducting 
rentals from employees’ pay envelopes. The Williamson Com- 
pany did not wish to adopt any rental policy in respect of its 
employee tenements which would disturb the employment rela- 
tionship. 

The company was paying wages to its mechanical force equa! 
to those current in the locality and was paying wages to its opera- 
tives comparable with those current in the textile industry. T he 
executives thought that any upward revision in rentals had to be 
made at a time when a general advance in wage rates was in 
progress. They thought, however, that a gradual introduction of 
a new rental schedule would be accomplished with less difficulty 
than if a sweeping upward revision were imposed. The company, 
therefore, revised its entire rental schedule in 1919, but made the 
new charges effective only on houses or tenements which were 
rented after that time. In the same year, two increases in wages 
took place. 

The executives thought that this plan gradually would increase 
the income from tenements so that maintenance costs would be 
met and, perhaps, a safe financial margin created which could be 
used to operate the properties. 


CoMMENTARY: Companies that locate in small towns and then grow 
rapidly may have to assume the burdens of employee housing. They 
attract the labor necessary for growth and the population thus brought 
in requires housing. Few individuals already residing in the community 
may have funds or be willing to invest funds in dwellings for lease to 
the newcomers. The company then has to construct and lease tene- 
ments as an essential step in the process of manning its plant. The 
Williamson Company appears to have embarked on employee housing 
for this reason. 
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The disadvantages connected with employee housing—low yield or 
loss on the investment, trouble in operating the tenement properties, 
and complications that company housing causes in the employment 
telation—may be offset by low cost of land for the plant, low tax 
rates, and the ability at the outset to draw upon a supply of conserva- 
tively minded labor in the surrounding territory. 

Because one-fourth of the dwellings in Colton were not owned by the 
Williamson Company, the company was in a more advantageous posi- 
tion in the matter of negotiating rents than it would have been had it 
owned practically all the residence property in the town. The com- 
pany’s personnel manager was able to refer to the prices obtained by 
other local landlords and thus to demonstrate to those employees who 
understood English the relatively low level of the company’s rentals. 

The company’s experience from 1917 to 1919, when its rental rates 
remained practically stationary while building and maintenance costs 
rose acutely, was a typical experience of landlords during that period. 
Purely with reference to maintenance charges, the employees of the 
Williamson Company probably were in no more advantageous position 
than were tenants generally. Reference to the movements of building- 
material prices and labor between 1917 and 1919 and to the movement 
of rents during the same period indicates that the first two increased 
approximately 40%, while the latter, except in communities engaged 
largely in the manufacture of war supplies and equipment, increased 
between 5% and 20%.3 

The company’s method of raising rentals recognized the disadvantage, 
at the time, of arousing concerted antagonism on the part of the em- 
ployees. The year 1919 was one of labor shortage and one in which 
the economic position of employees was exceptionally strong. Because 
the employees would have regarded a general rental increase as equiv- 
alent to a decrease in wages, the imposition of such an increase might 
have led to a strike. Its policy of negotiating advanced rentals only 
in new leases afforded the company’s personnel manager an opportunity 
to explain personally each increase that was made in tenement rentals 
to the employees affected thereby. 

The case does not state the reason for the company’s policy not to 
obtain interest on its investment in employee tenements. The policy 
probably was adopted years before to render living conditions in Colton 
attractive to workers in other textile centers. 

Because the company was paying current rates of wages and its 
employees obtained housing at approximately one-half the carrying 





8 Figures relating to movements of wholesale prices are obtainable in the Monthly 
Labor Review, United States Bureau of Labor Statistics, August, 1925; figures 
relating to movements in the cost of living are found in the same series, issue for 
November, 1922, pp. 94-103. 
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cost of the dwellings,t the Williamson Company was not on a strictly 
competitive basis with other employers in the industry in the matter of 
outlay for labor. The seriousness to the Williamson Company of its 
rental policy depended in large measure upon the competition which 
it had to face. 

It is desirable to pay money wages equivalent to those current in 
competing establishments rather than to fix wages with reference to 
low housing rentals. In case a wage scale is reduced below the market 
level because of low housing charges, the employees who receive the 
low wages tend to become dissatisfied with their income. That index 
of their worth does not compare favorably on the surface with the 
money wages received by other workers in the industry. The fixing 
of money wages with reference to low rentals for company tenements 
gives rise to dissatisfaction when only a portion of the work force is 
housed by the company. In that event the employees not dwelling in 
company houses have to pay market rates for house room, and there- 
fore they suffer a disadvantage in commodity income as contrasted with 
other employees. That disadvantage is arbitrary and has no reference 
to inferior productive effort. 

This company no doubt was embarrassed in 1919 because of the 
housing policy which it had established years before. The low rentals 
originally were a means for attracting labor, while wages were made 
equivalent to those elsewhere. In 1919 this differential advantage that 
was obtained by Williamson Company employees was recognized by 
the company, but the company was unable to raise the scale of rentals 
because that step might have brought on a strike. Even apart from the 
possibility of a strike, the upward readjustment of rentals by this com- 
pany would have caused resentment and dissatisfaction. 

After language barriers among the Williamson Company’s employees 
are broken down and the intelligence of its work force, taken as a 
whole, is increased, the executives may be able to discuss problems of 
this character with representative employees. 

The company by means of employee representation then might pave 
the way for gradually equalizing its house rentals with those current in 
the real-estate market, and be able, also, to discuss its wage rates and 
those in effect in other textile centers. Thus the company no longer 
would be a focal point for employee dissatisfaction in respect of those 
matters, which could be demonstrated as dependent upon the action of 
broad forces. That procedure should reduce discontent on the part of 





4Tnterest on the investment is approximately 50% to 60% of the carrying cost 
of a dwelling. Other important items are depreciation, taxes, maintenance, and 
insurance. Since rents did not include interest, the employee tenants who rented 
property at $3 to $4 a week were obtaining that property at approximately one- 
half its carrying cost. 
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employees regarding wages and rentals, provided the bases of compari- 
son could be verified by or obtained in cooperation with an able and 
trustworthy employee committee. 


April, 1926 J.W.R. 


WILLIAMSON CompPANy? 
MANUFACTURER—COARSE TEXTILES 


Employee Houstnc—Company’s Plan to Sell Its Houses to Employees With- 
drawn. In 1017 a textile manufacturing company owning between 600 
and 700 tenements near its plant began to sell those tenements on liberal 
credit terms to employee lessors at replacement value less depreciation. 
The company, through the plan, hoped to curtail a nonproductive invest- 
ment, to reduce labor turnover, and to reduce the difficulty it had 
experienced in being the landlord as well as the employer of its workers. 
Because ownership of the tenements enabled it to employ adult women 
residing in the vicinity of its plant, because the house prices fixed in 
1917 had become much less than costs of replacement, and because it 
wished to prevent resale of houses to undesirable residents, the company 
in 1919 discontinued its plan to sell tenements to employees. 


(1919) 


The Williamson Company, manufacturing coarse textiles, in 
1917 had offered its employees an opportunity to purchase houses 
on liberal credit terms. The company owned more than 600 tene- 
ments. It had been renting those tenements to employees at rates 
which reimbursed it for maintenance and depreciation, but not 
for interest on the investment. In the two years that followed the 
announcement of the tenement-selling plan, a number of unfavor- 
able features became evident in that plan, and in 1919 the advisa- 
bility of its withdrawal was considered. 

The tenement-selling plan was as follows: An employee who 
lived in a company-owned dwelling as a tenant had an opportunity 
to purchase the property. The Williamson Company attended to 
the financing of the transaction. A trust company furnished part 
of the purchase price on a first-mortgage note, and the company 
accepted a second-mortgage note for the balance minus whatever 
initial payment the employee made. An initial payment of $100 
was the minimum accepted by the company. The purchaser paid 
interest and installments on the principal of his notes periodically. 

A restriction was put upon the resale of houses sold to em- 
ployees. The understanding was that the Williamson Company 
would have the first option to buy back the property at the sale 
price. While this agreement probably had no legal significance, 





1 Fictitious name. 


534 


WILLIAMSON COMPANY 535 


the company thought that it would deter some of the purchasers 
from reselling their properties to nonemployees. 

The Williamson Company was located in Colton, a small town 
ro miles from an eastern city of 150,000 inhabitants. There was 
no other important industrial enterprise in Colton, and a large 
proportion of the town’s available supply of labor was employed 
by the Williamson Company. The region was both industrial 
and agricultural; within a radius of 25 miles were several large 
towns and a rich farming country. The company’s labor force 
included men and women; the latter were a slight majority. 

When the Williamson Company was established, Colton con- 
tained less than 50 houses. The mills then were small. The com- 
pany was successful, and as its plant was enlarged quite rapidly, 
the executives thought it necessary to provide houses for the peo- 
ple who came to work in the mills. In 1919 the company’s houses 
made up three-fourths of the residential property in Colton. 

The operatives at the outset were American-born people from 
the neighboring regions. Later, Scotch and Irish textile workers, 
who had learned their trades in the British Isles, were employed. 
These nationalities were followed by the type of French employee 
commonly found in eastern textile communities. In the early 
years of the twentieth century, Poles began to be employed in the 
mills. Unskilled immigrants who had no personal capital and who 
had to obtain employment immediately after arrival in this coun- 
try were able to render satisfactory service in the establishment. 

Some time after the Poles were established in the town, the 
company hired a few southern Europeans. More and more of 
these people came into the town until, in 1919, they occupied 
practically all the houses on several streets. The houses on these 
streets were owned by the Williamson Company and formerly had 
been occupied by English-speaking operatives. 

The supervisory employees, with few exceptions, lived in com- 
pany-owned tenements of six or eight rooms. A majority of the 
Polish residents lived in one section of the town, most of the 
southern Europeans lived in another section, and the third group, 
made up of American-born operatives and those who had come 
to Colton prior to 1900, was scattered. With a few exceptions, 
the mill executives lived in the most attractive section of the 
town. 

Most of the southern Europeans and many of the Polish em- 


536 HARVARD BUSINESS REPORTS 


ployees understood little or no English. Contacts with them were 
maintained through interpreters. The social status of the south- 
ern Europeans, who had most recently come into the town and 
who were the least familiar with American standards of living, 
was considered inferior by all the other residents. The company’s 
personnel manager had found it difficult to accelerate the assim- 
ilation of these late arrivals by the community. 

Nearly one-half of the houses owned by the Williamson Com- 
pany were of the one-tenement type; a majority of the remainder 
were of the two-tenement type. About 10% of the company’s 
working force lived in the near-by city and traveled to and from 
work by electric cars. Exclusive of this number, most of the 
employees lived in company-owned houses. 

Prior to 1919 the low rentals of employee houses had been in- 
adequate to meet the costs involved. Six-room single houses with 
furnaces, modern plumbing, and electric lighting, located in a 
desirable section of the town, were rented for between $3 and $4 
a week. Other houses, not so fully equipped, in the same location, 
rented for less, and the rentals charged for houses in slightly less 
attractive sections were somewhat lower for the same type of 
housing accommodation.” 

Practically all the tenements owned by the Williamson Com- 
pany were within easy walking distance of its plant. Many of 
the company’s manufacturing operations could be put in the 
charge of women. Most of the women employed in the mills had 
household duties and wished to go home at noon. The company 
had erected single- and two-family dwellings upon practically all 
the building lots in the vicinity of its plant. The proximity of 
these dwellings to its plant aided the company in securing an 
adequate supply of labor, both men and women. Approximately 
three-fourths of the houses in Colton were owned by the Wil- 
liamson Company. 

Under the house-selling plan of the Williamson Company, be- 
tween 50 and 75 employees purchased the houses in which they 
were living. During the period that the plan was effective, about 
two years, a number of new tendencies became apparent. Real- 
estate values in the town were rising in marked degree. The sell- 
ing prices which the company had set upon its houses when the 
plan was instituted had become, in 1919, unduly low in view of 


2 See Williamson Company, page 527. 
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the general rise in real-estate prices. The Williamson Company 
noted that the prices listed for its houses were out of proportion 
to replacement values less depreciation. The upward movement 
in real-estate values at the time induced some of the persons who 
had bought houses under the plan to resell at a profit. In some 
other cases, the owners turned their dwellings into stores. That 
action frustrated the purpose of the Williamson Company to have 
its employees become home owners rather than lessors, and the 
action also reduced the attractiveness of several residential streets. 

The company, in summing up considerations for and against 
the sale of tenements to employees, made the following statement: 


(1) By continuing to dispose of its tenement property, the William- 
son Company will be further relieved of a large investment in a non- 
productive activity. (2) Employees who own their own homes are 
more interested in staying in a community than those who rent their 
homes; hence home ownership among working people tends to reduce 
labor turnover. (3) Persons owning property tend to take a keener 
interest in its maintenance and development than they do in rented 
property; hence the physical aspects of Colton probably will be im- 
proved. (4) The Williamson Company will be rid of the irritating 
complication of its rental policy with its employment policy. 

On the other hand, these considerations also are of great importance: 
(1) The tenements of the Williamson Company are located near to its 
mills, so that the majority of employees living in these tenements can 
go home at noon. This plan is particularly advantageous because the 
Williamson Company employs a considerable number of women, many 
of whom have family duties which can only be reconciled with employ- 
ment on the basis of their being able to be at home a short time in the 
middle of the day and directly after the close of work in the evening. 
Practically all the land available for building purposes in the immediate 
vicinity of the Williamson Company has been absorbed by the com- 
pany for its tenement projects. The Williamson Company does not 
have the exclusive command of labor available in the town. If, there- 
fore, the company lost control of the tenement property and it ceased 
to be occupied by employees, further housing development would be 
difficult unless the company built dwellings at some distance from the 
plant. Should the Williamson Company lose control of houses in the 
vicinity of their mills, and if this property should pass into the hands 
of persons not employed by them, the company would be seriously 
embarrassed to find a source of labor as satisfactory as that upon 
which they are drawing. (2) The experience of the Williamson Com- 
pany in selling tenements shows that in a rising real-estate market 
there is danger of employees reselling to nonemployees. (3) Although 
in many instances it has been found that persons who bought tenements 
tended to maintain them in better condition than those who rented, 
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there was also a counter-tendency on the part of some to build un- 
sightly store fronts on residential streets. (4) If property sold by the 
Williamson Company fell into the hands of undesirable residents, the 
value of adjacent property owned by the company would depreciate. 
(s) In general, real-estate values have been increasing during the 
period of sale and the Williamson Company is faced with the alter- 
native of either establishing an entirely new price level, which might 
complicate the whole sales policy, or selling at prices which are be- 
coming ridiculously out of proportion to replacement values. 


After considering these arguments, the Williamson Company 
decided to withdraw its offer to sell tenements to its employees. 


CommENTARY: The first and most important reason given by the 
Williamson Company for retaining ownership of houses adjacent to its 
plant was that thus it was assured of an adequate supply of women 
workers. Some employees already had undertaken to sell the dwellings 
they had purchased under this plan of sale. The adverse effect upon 
the company’s supply of women workers, which would be brought about 
by the employees’ having to reside at locations distant from the mills, 
is pointed out in the company’s statement. 

The company had an unquestioned interest in the real-estate de- 
velopment in the vicinity of its plant. The case mentions that several 
house owners had remodeled their properties into stores. Those changes 
doubtless had decreased the residence value of near-by properties 
which belonged to the company. By continuing to own the tenement 
properties, the company would have been able to prevent other cases 
of the sort. 

The plan did not promise to relieve the company to any substantial 
degree of its nonproductive investment in employee tenements. hoe 
people it employed, in the main, had small financial resources. Few 
of its employees were financially able to undertake the burdens of house 
ownership. Had the company sold many properties upon the low pur- 
chase deposit, it, as second mortgagee, would have continued to be the 
contingent owners of those properties. That contingency would become 
actual in case of suspended mill operations and an exodus of people 
from the town. 

No doubt the company’s rental policy also limited the number of 
‘sales made under this plan. A Williamson Company employee who pur- 
chased a tenement from the company would have paid all the carrying 
charges of the property, which included interest on his liability on 
first- and second-mortgage notes. An employee who rented his house 
from the company, on the other hand, paid a rental which d‘d not 
reimburse the company for interest on the investment. The employee 
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who purchased a house under this plan suffered a disadvantage which 
probably ranged from $3 to $4 a week.3 

Besides the monetary disadvantage of home ownership under these 
circumstances, a Williamson Company employee who purchased real 
estate in Colton would have restricted his ability to accept employment 
elsewhere. 

From the employee’s viewpoint, the purchase of real estate in Colton 
was subject to exceptional risk. The marketability of real estate there 
really rested upon one determining influence, the prosperity of the 
Williamson Company. Should that company’s growth be checked, a 
shrinkage in the town’s population would take place and real-estate 
values would tend to decline sharply. The existence of racial barriers 
also interfered with a broad real-estate market in Colton. A William- 
son Company employee who owned a house in the town might have 
found, upon offering it for sale, that some buyers were not interested 
in his property because they were of other nationalities than the one 
which was predominant in the vicinity of the dwelling. This condition 
probably would become less serious as the recent immigrants in Colton 
became Americanized, and as fewer immigrants came to Colton because 
of the immigration restriction laws. 

Had the company wished to dispose of its properties in order to un- 
burden itself of an unprofitable investment, it would have had to sell 
them at a serious loss, or it would have had to raise rentals so as to 
render the ownership of properties an attractive alternative to their 
occupancy upon a rental basis. The latter alternative was not possible 
at the time because of its probable effect upon the company’s employ- 
ment relations. Many of the workers would have regarded an increase 
in rents as equivalent to a decrease in wages. At the time, 1919, labor 
was scarce, and an increase in rentals sufficiently large to render house 
purchase attractive probably would have brought on a labor difficulty. 
At least it would have caused some of the employee-tenants to look 
elsewhere for work. 

On the other hand, if the company had reduced the prices of its 
houses for sale, it would have stimulated speculation. Employee pur- 
chasers then might have resold to nonemployees, and thus the com- 
pany’s supply of labor might have been curtailed. 


March, 1926 TW Re 





° Interest on the investment is approximately 50% to 60% of the carrying cost 
of a dwelling. Other important items are depreciation, taxes, maintenance, and 
insurance. Since rents did not include interest, the employee tenants who rented 
property at $3 to $4 a week were obtaining that property at approximately one- 
half its carrying cost. 


MANSFIELD CoMPANY! 
MANUFACTURER—METAL PRODUCTS 


Empiover RECREATION—Success Jeopardized by Professionalism and Com- 
peting Amusements. In the spring of 1920 a company joined a local 
industrial baseball league which had scheduled games for the playing 
season of that year. Before the season was half over, the company 
recognized that the team representing its plant did not have the enthusi- 
astic support of its employees. It had to decide whether to attempt to 
increase interest in its team or to withdraw from the league and form 
intraplant teams. 


(1920) 


In the spring of 1920 the Mansfield Company joined a local 
industrial baseball league which had scheduled games for the 
playing season of that year. Before the season was half over, the 
company recognized that the team representing its plant did not 
have the enthusiastic support of its employees. The company 
had to decide whether to attempt to increase interest in its team 
or to withdraw from the league. 

The Mansfield Company, which manufactured metal products, 
was located in the outskirts of an eastern city having 150,000 in- 
habitants. The city was the center of a large industrial district 
and also was a marketing center for the surrounding agricultural 
territory. Other cities and towns within a 15-mile radius had an 
additional population of 100,000. The chief industries in this dis- 
trict were the manufacture of machinery, hardware, textiles, and 
rubber. At the time this issue arose, the Mansfield Company 
employed 1,500 men. The company had an employees’ service 
department, on the staff of which was a recreation director. The 
recreation director was in charge of social events, the plant pub- 
lication, and employees’ athletics. The company had rented at 
moderate cost an open lot near its plant and it had offered the use 
of this lot to the employees as an athletic field. 

The industrial baseball league had been formed by several 
plants in the city during the spring of 1920. The managers of 
the teams had met and prepared a schedule which provided for 
games on Saturday afternoons and on Wednesday evenings after 
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work. The industrial league was to play on public lots or on 
athletic fields of the companies which provided such facilities. 
There also was a professional baseball team in the city. The 
professional team, a member of one of the “minor leagues,” oc- 
cupied the best-equipped baseball grounds in the vicinity. 

One of the rules made by the industrial league was that no 
player was to represent any factory in a game unless he had been 
employed therein for at least 60 days immediately preceding. 
Early in the season this rule had to be modified. At one sched- 
uléd game the captain of one of the contesting teams wished to 
substitute one player for another. The substitute had been em- 
ployed but a few weeks by the company he represented. The 
captain of that team said that unless the substitute was allowed 
to play, the team would have to forfeit the game. Thereupon, the 
opposing team withdrew its opposition. At a meeting held the 
next week, the league decided to amend the rules relating to the 
qualifications of players. An additional provision was added, 
which stated that a player might represent a member of the league 
provided his playing was permitted by the managers in the league 
at least 3 days before his appearance in any game. This clause 
was an exception to the general rule requiring employment by the 
member firm for 60 days immediately preceding the player’s 
appearance in an industrial league game. 

Shortly after this difficulty was adjusted, the Mansfield Com- 
pany learned that several of the teams were not being run on a 
strictly amateur basis. In one case the players were paid their 
regular hourly rate of compensation for time spent in baseball 
practice after working hours. Another firm was paying each of its 
players from $3 to $5 a game that they played. 

The Mansfield Company had entered the league with the 
understanding that the league was a strictly amateur organiza- 
tion. The company’s athletic director was opposed to paying the 
players on the Mansfield Company team. The company had 
entered the league because many of its employees wished the 
establishment to be represented in the contests. The company’s 
executives had believed that engaging therein would improve the 
morale of the working force by bringing the employees together 
in support of a representative team in athletic contests. The 
executives had been of the opinion, furthermore, that the games 
would afford entertainment and become a topic of mutual interest 
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to the employees. There also was present the idea that the Mans- 
field Company should not stand back when other prominent em- 
ployers of labor in the community were supporting an industrial 
baseball league. The executives thought that these advantages 
would be reduced greatly if the league became a semiprofessional 
organization. 

The Mansfield Company had not paid members of its team for 
practicing or for playing baseball. The executives had thought 
that sportsmanship would be sufficient to call forth the spirit and 
effort necessary to make the Mansfield Company’s team and the 
local industrial baseball league a success. The company was dis- 
appointed to find that its team did not practice regularly or fre- 
quently, that a number of good baseball players on its pay roll 
had not sought places on the team, and that frequently members 
of the team had failed to appear at the time and place of a sched- 
uled ball game. These facts had so weakened the team that it 
had for some weeks the lowest standing in the league. The em- 
ployees were losing interest in the team, and the man in charge 
of employee recreation believed that a change in policy was neces- 
sary to prevent the team from becoming an object of ridicule. 

About this time one foreman, who was a baseball enthusiast, 
suggested that promising candidates for the team should be hired 
and given any available jobs about the plant for the balance of 
the baseball season. He suggested that at the close of the season 
these players could be laid off or discharged. 

The service manager recommended that the company should 
withdraw from the industrial baseball league and that an intra- 
plant baseball league should be started instead. According to this 
proposal, the plant was to be divided into several sections for 
purposes of representation in the baseball contests, and baseball 
games were to be played during the noon hour. 


Commentary: In this case, external factors existed which were 
inimical to the success of the industrial baseball league. In the first 
place, the city had a professional ball team. The city was of such size 
that other forms of amusement, catering to varying tastes, were present. 
The residences of the employees probably were somewhat scattered; 
that condition would have been unfavorable to the turning out of many 
onlookers at the contests on Wednesday evenings and Saturday after- 
noons. 
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A question arises with regard to the motives of some of the other 
companies which supported the league at the time. Considerations 
of the effect upon morale and of the recreational benefits of the scheme 
probably were present, but in addition the companies might have wished 
to advertise their organizations in the local labor market. At the time 
of this case a labor shortage existed generally, and expedients of various 
kinds were used by business firms to make their organizations attractive 
to workmen. 

It is doubtful whether the Mansfield Company could have continued 
its membership in the league with any profit to itself. On a strictly 
amateur basis its team would have been unsuccessful in view of the 
fact that other teams were semiprofessional in character. Had the 
company paid its players, the team would have had no favorable effect 
on morale, and employees not interested in baseball would have re- 
sented the company’s subsidizing the team. Employees would have 
viewed the team as the company’s creature, not theirs. 

The service manager’s recommendations that the company withdraw 
from the industrial league and that it encourage rival teams within the 
organization seem to have been well fitted to the circumstances in the 
case. Under that plan initiative in the matter was left to the employees; 
the problem of professionalism was removed. 


April, 1926 jJ.W.R. 
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EMPLOYEE TRANSPORTATION—Company’s Responsibility toward Paying Por- 
tion of Employees’ Garage Costs. An employees’ committee, desiring to 
provide additional garage space for the workers, posted a provisional 
annual rental rate of $9 to $12 and obtained applications for storage 
accommodations. The committee then found its posted rate inadequate 
and asked the company to make up the difference between the posted 
rate and the $21 rate necessary to cover maintenance and depreciation 
costs. The company had to act upon that request. 

(1921) 

In May, 1921, a group of workers pointed out to the shop 
committee of the Quimby Company the need for additional garage 
facilities for employees’ automobiles. 

At that time, approximately 1,900 employees were on the plant 
pay roll. The company was located in a town of 25,000 inhab- 
itants, but probably one-third of its employees lived in near-by 
communities. ‘These employees traveled to and from work by 
trolley, train, and automobile. An increasing number of em- 
ployees were using automobiles to convey them to and from the 
plant. 

The company had two garages on a vacant lot in the rear of 
the plant. One was a closed metal garage, used by the company 
officials. They were charged an annual rental of $60 per auto- 
mobile, which was sufficient to cover upkeep and depreciation. 
This metal garage had individual stalls and each stall was entered 
through double doors. The other garage had been erected orig- 
inally as a wagon shed. In 1918, when no longer needed for that 
purpose, it had been turned over to the employees, and they had 
used it without charge. It accommodated 15 machines. 

When the request for additional garage facilities was made to 
the shop committee, that committee, composed entirely of em- 
ployees, planned to extend the open garage so that its capacity 
would be doubled. The committee did not wish to ask the com- 
pany to pay for the extension, largely because of the existing 
business depression. The committee, however, thought the com- 
pany would advance funds to build the garage, provided the em- 
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ployees who used it would pay a rental charge sufficient to 
reimburse the company for maintenance costs and depreciation. 
The committee estimated that a rental of $9 to $12 a year for 
each stall would be adequate. The committee posted a notice 
asking for names of employees who would be willing to pay those 
rates for space in the proposed garage. 

As a result of this notice, 37 names were submitted to the com- 
mittee. The committee then planned an extension capable of 
holding 40 automobiles but, after making a detailed investigation, 
found that the original rental estimate was too low. The com- 
mittee’s revised figures indicated that a rental of $21 a year would 
be necessary to cover maintenance and depreciation. 

The members of the committee then were embarrassed because 
of the posted estimated rate of from $9 to $12. They decided to 
ask the management to defray half the operating expense of the 
garage addition. The committee pointed out that before the 
question of enlarging the facilities had been considered, no rental 
was charged employees for garage space. They also pointed out 
that the idea of putting the garage on a paying basis had come 
from the shop committee. 

The plan of employee representation in the Quimby Company 
had been established in 1917. The powers of the shop committee 
were advisory only, but, as a matter of fact, all questions of policy 
concerning the employees had been referred by the management 
to the shop committee. No action contrary to the advice of that 
committee had been taken by the management. Whenever sit- 
uations had arisen in which the opinions of the executives and 
those of the shop committeemen were not in accord, conferences 
were held and a working agreement was reached before the man- 
agement took action. 

At the time the proposal to erect a garage extension for the 
employees was made to the management, the plant was operating 
at go% capacity. Wages had been cut 5% in January, 1921. 
The executives of the company were considering a further wage 
cut of from 10% to 15%. They did not expect to be forced to 
curtail production further. On the other hand, no expansion 
of business seemed to be likely in the near future. The works 
manager and his staff had to act upon the request of the shop 
committee regarding the assumption of a portion of the costs of 
the garage extension. 
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CoMMENTARY: The works manager should have declined to assume 
part of the carrying charges of the proposed garage extension. Had 
the company paid part of the costs of automobile transportation of 
some employees in this way, it, equally well, could have been expected 
to pay part of the fare of other employees who used railroads or street 
cars in going to and from work. 

The operating plan of the officers’ garage was a precedent for a 
negative decision upon this request. The free use of the wagon shed 
by 15 workers who owned automobiles really was not a case in point. 
The shed had been erected years before for the use of the company, 
not for the use of the employees. 

This experience of the works committee had educational value. The 
committee undertook to price a proposed service, and, although the 
problem was relatively simple, the committee learned a few of the 
difficulties associated with a business venture. 


February, 1926 J. W.R. 
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448 


ing trade, adoption 460 
Probationary employment 
see Hiring 
Production control, time studies 
used in setting standards 176 
Production standards 
agreement as to revision 176 
demand for, advanced by em- 
ployers to labor union 418 
establishment by employers’ as- 
sociation and labor union 418 


Productive efficiency 
see Labor efficiency 
Profit sharing 


with employees 207 
with executives 2092 
Promotion 
cranemen in steel mill, plan 56 
marriage of women as bar 53 
preference over hiring new em- 
ployees 15 
seniority as basis 43 
Psychiatry, application in correcting 
working conditions 100 
Public relations, labor dilution as 
affecting 26 


Public utilities 
see Street railway; Telephone 
companies 
Pulse pressure, effect of fatigue 108 
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Quality control , 

demerit system to reduce inaccu- 
racies in order filling 

discharge of employee for at- 
tempting to deceive inspector 

maintenance during organization 
of work force 

penalty for substandard 
work 203, 


R 


Railroad administration 
Railroads, freight-train operating 
efficiency 
Ready-to-wear garments 
see Wearing apparel 
Reassignment of employees 
see Promotion; Transfer of 
employees 
Reduction of work force 
see Curtailment of work force 
Reemployment 
see Hiring 
Refinery 
see Petroleum refinery 
Replacements 
see Hiring 
Rest periods 
see Working conditions 
Reveries of workers, rest periods as 
affecting 
Rochester Clothiers’ Exchange 
Rochester Men’s Clothing Industry 
Rubber products 
employee representation in manu- 
factory 
shoe heels, expansion of work 
force of manufacturer 
tires and tubes 
employee training by manufac- 


turer 

hiring employees by manufac- 
turer 

production control by manu- 
facturer 

production standards of manu- 
facturer 

wages, application of piece 


rates by manufacturer 
wage deductions by manufacturer 
for defective work 


S 
Safety guards 
see Accident prevention 
Salaries, methods of 
paying executives 
Sales, employer’s plan to sell houses 
to employees withdrawn 


221 


206 


344 


281 


100 
478 
470 


I16 


176 
176 


176 


202 


534 
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Sales force, sharing profits with 
Saws 
see Iron and steel products 
Schools 
see Employee training and 
education 
Secession of local union 
see Labor unions 
Secretary of Commerce 
Secretary of Labor 
Secretary of War 
Selection of employees 
see Hiring 
Seniority in service 
layoff governed by 68 
promotion, basis of 43 
Shoe heels 
see Rubber products 
Shoes 
see Wearing apparel 
Shop committee 
see Employee representation 
Simplex Wire and Cable Company 
Sites for factories 
see Factory location 
Soldiering among employees 31 
Special work, base for computing 
wages 
Stabilizing employment 
see Unemployment reduction 
and relief 
State law regulating work periods 
of women workers 39 
Steel products 
see Iron and steel products 
Stock ownership, selected executives 
of corporation 
Street cars, hiring employees by 
manufacturer 74 
Street railway, wage increase be- 
cause of increased cost of living 373 
Strikes 
arbitral arrangement between em- 
ployers’ association and labor 


299 


344 
243 
422 


207 


249 


201 


union 418 
“direct action” resorted to 455, 469 
meat packers, employees of 245 
negotiations with strikers 190, 233 
reemployment of strikers 158, 190 
strike sanction defined 415 
threat of 

resulting from revision of 

piece rates 233 

union committee 406 
unauthorized threat of, by union 

official 370 
wage increase after, based on in- 

creased living costs 448 


Subcontracting work, putting out 
work in shops of subcontractors 437 


Supervisors 
see Foremen 
Supply of labor 
see Labor supply 


aL 
Tannery 
see Leather tannery 
Tardiness of employees, measure 
to reduce 
Task study 
see Job analysis 
Telephone companies 
accident prevention, award of 
insignia for 
employee representation 
promotion of employees 
training of employees 
Tests 
applicants for employment 
apprenticeship applicants 
Textiles 
cotton grey goods 
retention of employee by man- 
ufacturer despite union re- 
quest for discharge 
working rules of labor union 
governing employees of man- 
ufacturer 
employee housing by manufac- 
turer 
rentals 
sales of houses to employees 
rest periods for employees of 
manufacturer 
woolens 
discharge of employee of manu- 
facturer for incompetency 
preventing strike of employees 
of manufacturer, means of 
reemployment of workers by 
manufacturer 70, 
Thrift 
encouragement by means of con- 
tributory type of pension plan 
motive for working regularly 
Time of case 
see Chronology of cases 
Time study 
employee opposition to, bases 
production standards set by 
standard time of doing tasks, 
determination 
strike in opposition to 
Tires and tubes 
see Rubber products 
Trade unions 
see Labor unions 
Train operation, improvement of 
efficiency 


INDEX 


152 


277 
309 

53 
146 


16 
135 


377 


377 


100 


418 
176 


418 
190 


281 
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Training employees 
see Employee training and 
education 
Transfer of employees 
interdepartmental 5 
racial persecution, prevention of 30 
seniority rule 43 
vacancies, filling 15 


U 


Unemployment reduction and relief 
subcontract work prohibited dur- 
ing idleness of regular 
employees 
unemployment compensation plan 
adopted by women’s garment 
industry 
United Garment Workers 
Union relations 
see Labor unions 
Unions 
see Labor unions 
United States Steel Corporation 260, 


437 


419 
478 


343 


V 
Vacancies 
see Hiring 
Vacations, plan of, for wage carners 
Vestibule school ; 
see Employee training and 
education 


162 


W 
Wages 
adjustment on change from Io- 


hour to 8-hour workday 341 
apprentices 135 
arbitrary demand by radical 

employees 233 


arbitration of request for increase 
during period of wage contract 448 

assignment, profit sharing affected 
by 

attracting workers by offer of 


302 


high wages 03 
bonus 
constructive suggestions by 
employees 204 
deceit in obtaining 203 
junior executives 203 
payment per unit of production 
in excess of average output 225 
deductions for defective work 211 
employee housing as affecting 527 
employee representative bodies 
jurisdiction over wage 
system 323 
negotiations with, over 
reduced wages 260 
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Wages (continued) 
equalization 
competing establishments 418 
equalization (continued) 
withholding work from subcon- 
tractors paying subnormal 


wages 437 
fines, deduction Zn 
foremen, adjustment 253 
group piece rates 21I 
guaranty 238, 249, 418 
increase 


basis of, increased cost of living 
373, 448, 460 

effecting by payment per unit 

of production in excess of 
average output 225 

installation of safety guards as 
ground of demand 158 

recorded errors of employees as 
affecting 221 

minimum wage, guaranty 

238, 240, 418 


novices 130 
overtime work 238 
piece rates 
application of 176 
equalization of earnings 233 


inequalities in earnings adjusted 233 
Overcoming employees’ opposi- 


tion to changes in 233 
supplementing by allowances 
for unstandard conditions 104 
revision, guaranty regarding fre- 
quency of 260 
special work, computation 249 
standardization in district of lo- 
calized industry 478 
unemployment compensation, plan 419 
vacation periods, during 168 
weekly basis, change from, 
opposed 230 
work incentive, increase ineffec- 
tive as 256 
see also Profit sharing 
War Department 419, 480 
War Industries Board 344 
War Labor Board 462 
Waste 
deductions for, abolished 2I1 
prevention through profit sharing 
with employees 207 
Watches and clocks, employee bene- 
fit plan of manufacturer 510 


Wearing apparel 
ready-to-wear 
men’s 
arbitration of labor disputes 
between manufacturers and 
unions 478 


discharge by manufacturer of 
employee expelled from la- 


bor union 473 
labor unions, cooperation of 
manufacturers 478 


wages of the employees of 
manufacturers, standardiza- 
tion 478 
women’s 
arbitration of labor disputes 
between manufacturers and 


unions AI8 
equalization of wages by 

manufacturers 437 
production standards of man- 

ufacturers 418 
recognition of labor unions 

by manufacturers 418 
subcontracting by manufac- 

turers prohibited 437 


unemployment compensation 
plan of manufacturers 418, 437 
wages of employees of man- 
ufacturers 418, 437 
rubber shoes 
production control by manu- 


facturer 176 
production standards of manu- 
facturer 176 
wages, application of piece rates 
by manufacturer 176 
shoes 
discipline enforcement by man- 
ufacturer 206 
medical relief for employees of 
manufacturer of 490 
method of manufacturer in 
meeting union pressure 388 
quality control by manufac- 
turer 206 


retention of employee by man- 
ufacturer despite union’s re- 


quest for discharge 388 
wages of piece workers in fac- 
tory 233 


Welfare work 


see Accident prevention and re- 
lief; Death benefits; Employee 
recreation; Health insurance; 
Medical service; Unemploy- 
ment reduction and relief 


Western Clock Company 510 
Wire 


see Iron and steel products 


Woolens 


see Textiles 


Women employees 


extra shift for emergency produc- 
tion 390 
hazing 89, 93 


INDEX 


Women employees (continued) 
married women 33, 53 
promotion of telephone operatives 53 
substitution for men 21 

Work incentives 
contest to increase gross ton miles 

per freight train hour 281 
high wages 256 
minimum wage guaranty coupled 

with piece rates 418 
non-financial factors constituting 367 
profit sharing with employees 207 
vacations 162 

Work periods 
see Working conditions 

Work standards 
jurisdiction of employee represen- 

tative body as to 323 
labor union rules affecting Baron 
see also Production standards 

Workers’ committees 
see Employee representation 

Working conditions 
classification of irregularities in- 

terfering with piece workers’ 

output I9Q4 
hours and work periods 

adoption of 44-hour work week 460 

costs of reducing 359 

equalization 341 


559 


factors influencing produ~ion ; 

during reduced work period 367 

women workers 39 
improvement stimulated by wage 
allowances to piece workers for 


time lost 194 
irregularity in, segregation of 
costs of 194 
rest periods for employees 100 
see also Accident prevention; 
Vacations 
Workmen’s Compensation Act 493 
Works committee or council 
see Employee representation 
World War 
arbitration 
labor dispute in women’s gar- 
ment industry 418 
wage differences, during 
238, 344, 419 
overtime wages in meat packing 
plant during 238 
women workers substituted for 
men during 21 


Writing paper 
see Paper products 


Yi 
Year of case 
see Chronology of cases 
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